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Technical trading rules generate signals of buy and sell from the past price movement. 
They have aided the trading decisions of practitioners for several decades. Yet, the 
usefulness of technical trading strategies is still controversial in the academic field. Al-
most no scholar investigates the sources of profit induced by the technical trading rules. 
Studying the profitability of technical trading rule is important because it is a probable 
evidence against the efficient market hypothesis, which is traditionally believed by the 
economists. In my paper, I apply the popular moving average rule to Hong Kong stock 
market and find that investors would gain significant profit by applying 20-day and 
50-day moving averages on most of the Hang Seng Index constituent stocks. Also, I 
investigate whether the profit of technical trading rules is caused by some other event 
occurrences, share repurchase in my study. Result may be best explained by informa-
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1 Introduction 
Technical analysis has been popular among practitioners for several decades. The use 
of technical analysis can be dated back to the 1800s. The survey done by Lui and Mole 
(1998) confirm the wide use of technical analysis for predicting future exchange rate 
movements at different time horizons in foreign exchange market. The survey results in 
Wong and Cheung (1999)，which study on the practice of investment management in 
terms of stock market forecasting and stock selection, indicate that Hong Kong analysts 
rely more on fundamental and technical analyses, but less on portfolio analysis. The 
wide use of trading rules suggests that they must be profitable. Otherwise, the market 
will penalize the users and such strategies will soon be discarded. 
What is technical analysis^? According Murphy (1999), technical analysis is the 
study of market action, primarily through the use of charts, for the purpose of fore-
casting future price trends. The term "market action" includes mainly three principal 
sources of information: price, volume and open interest. Technician believes that any-
thing that can possibly affect the price 一 fundamentally, politically, psychologically, 
or otherwise — is actually reflected in the price of that market. Therefore, a study of 
price action is all that is required. They do not concern with the reasons why prices 
rise or fall because they do not believe that knowing what the reasons are is necessary 
in the forecasting process. Their purpose of studying the price in a market is to identify . 
trends in early stages of their development so that they can trade in the direction of 
those trends and make profit. 
However, the profitability of the technical trading rules is an argument against 
ipor the properties of technical analysis in stock market, please refer to Fama and Blume (1966)，a 
heavily cited early paper. 
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efficient market, which traditionally, economists believe in. Fama (1976) states that, an 
efficient capital market is a market that is efficient in processing information. The prices 
of securities observed at any time are based on "correct" evaluation of all information 
available at that time. In an efficient market, prices "fully reflect" available information. 
Fama and Miller (1972) discuss several models of efficient capital markets and con-
clude that, if all the information at time t is used by the market in assessing expected 
future returns and prices, there is no way an investor can use this information set at 
time t as the basis of a trading system with expected returns in excess of equilibrium 
expected returns. This implies trading rules based only on the information set at time 
t cannot have greater expected profits than a policy of always buying and holding the 
security during the future period. If the profit from trading rules is positive, it will be 
an evidence against efficient market hypothesis. 
Whether trading rules succeed in making profit draws recent attention in the aca-
demic field.^ Most of these studies focus on the US stock market. Although Hong 
Kong is the second largest stock market in Asia,3 only few studies focus on it. All of 
these studies focus on the trading rules profit on Hang Seng Index, the representative 
stock index in Hong Kong, instead of individual stocks. In my paper, I will test the 
profitability of trading rules on Hong Kong individual stocks, which has never been 
tested before. 
Among the common technical indicators, we will focus on the moving average, which 
is the most commonly used technical trading rule in the academic study. Even though 
many technical trading patterns become widely-used in the market in these recent 
^Previous studies axe reviewed in Section 2. 
3According to SEHK (1999), the total market capitalization of Hong Kong listed companies was 608 
billion US dollar in 1999. It is the second only to Tokyo in Asia. 
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decades, they are highly subjective and difficult to detect algorithmically. Conversely, 
moving average rules are easy to understand and simple to iise.4 Buy and sell signals 
are generated simply by comparing a short-horizon and long-horizon average of past 
prices. 
Moving average rules are essentially a trend following device. Its purpose is to 
identify that a new trend has begun or an old trend has ended. It is also a smoothing 
device. As the second word implies, it is an average of a certain body of data. Window 
width of moving average decides the range of data that should be included into this 
body of data. Also, there are different ways in averaging the data.5 In my paper, 
I will use 10, 20, 50, 90, 150, 200 and 250-day simple moving average in testing the 
profitability of technical trading rules on Hong Kong individual stocks. 
In addition to the profitability of trading rules, I attempt to find the source of such 
profit. Although there are some studies on the profitability of trading rules, almost none 
concerns about the sources of such profit. An exception is LeBaron (1999) who finds 
that central bank intervention may be a source of such profit in the foreign exchange 
market. Because share repurchase in stock market resembles central bank intervention 
in foreign exchange market, I will follow his idea to test whether share repurchase is 
a source of trading rules profit in Hong Kong stock market. My paper is the first to 
study trading rules profit with share repurchase. 
In a share repurchase, the repurchasing firm distributes cash to some of its share-
holders in exchange for a fraction of its outstanding equity. Compared with other stock 
markets, the scale of share repurchase in Hong Kong is small but it is sufficient to affect 
^Details about different kind of technical trading rules can be found in Murphy (1999). 
^Three main types of moving average are used in the market: simple moving averages, linearly 
weighted moving average and exponentially smoothed moving average. For more information, please 
see Murphy (1999). 
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the stock price in accordance with hypotheses suggested by some economists.^ There-
fore, share repurchase may affect the trading rules profit, too. If investors know how 
share repurchase affect the trading rules profit, they can gain more by considering share 
repurchase information in addition to the trading rules used. Among various types of 
share repurchase, I will study open market repurchase because it is the most common 
and frequent type of share repurchase in Hong Kong. 
My paper has the following sections. In Section 2, I will review the previous work 
studied about the profitability of technical trading rules and share repurchase. In 
Section 3, I will take a brief look on the regulations and facts about share repurchase in 
Hong Kong. Section 4, I will describe the sources of data used in my paper, including 
stock prices and share repurchase information. Test on profitability of trading rules 
and the changes on profit for varying transaction costs will be demonstrated in Section 
5 and Section 6 respectively. Section 7 looks at the profitability if share repurchase 
dates are removed, followed by discussion in Section 8 and conclusion. 
®The hypotheses will be discussed in Section 2.3.2 and Section 8. 
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2 Literature Review 
The technical trading analysis is widely used and known among practitioners of different 
markets: stock market, foreign exchange market, futures market and market of valuable 
metal. Yet, the usefulness of technical trading strategies is still controversial in the 
academic field. Whether a trading strategy based on technical rules or fundamentals is 
useful has to be assessed by the profitability of this strategy. 
Many studies have investigated the profitability of trading rules in both the foreign 
exchange market and stock market. Due to the simplicity in detection and imple-
mentation algorithmically, previous studies focused on some of the common technical 
indicators like moving averages, filter rules, support and resistance levels. Here, we 
review some of these studies briefly. Other popular patterns of technical analysis did 
not receive the same level of academic scrutiny for their highly subjective nature. 
2.1 Moving Average 
In 1990s, the usefulness of technical trading strategies is still controversial in the aca-
demic field. Among the trading rules, moving average is the one that receives most at-
tention. LeBaron (1999) confirms that the simple moving average rules used by traders 
have some predictive value over the future movement of foreign exchange prices. 
He uses both weekly and daily foreign exchange series of German mark (DM) and 
Japanese yen (JY) from 2 January 1979 to 31 December 1992. Forecasts are also 
examined over 1 day and 1 week horizons. His moving average rule simply compares the 
current price to a moving average of prices in past 150 days or 30 weeks. When current 
price is higher than the moving average of past prices, a buy signal is generated; when 
current price is lower than the moving average of past prices, a sell signal is generated. 
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I follow his moving average rule and signal generating process in my paper. Formula 
and details can be found in Section 5.1. 
LeBaron (1999) then compute the returns of his moving average strategy. Having 
considered both cases with and without interest rate, he confirms the predictive value 
of simple moving average rules over the future movement of foreign exchange prices. 
Piirthermore, LeBaron (1999) proceeds to investigate whether the predictive value of 
rules are induced by central bank intervention. He removes the periods of central bank 
intervention and studies the foreign exchange series again. He finds that such removal 
reduces the profitability of technical trading rules dramatically. 
Foreign exchange market is not the only field that the technical analysis can be 
applied to. Brock, Lakonishok and LeBaron (1992) test the profitability of simple 
trading rules in stock markets and find supportive result. In addition to the moving 
average rule, they also test trading range break, another simple and popular trading 
rule. They study Dow Jones Index, whose 30 actively traded constituent stocks covered 
about 25% of the market value of all NYSE stocks in recent years. A collection of 90-
year daily data — from 1897 to 1986 — is reviewed. In addition to full sample, they 
also present results for four subsamples, which are split according to historical events. 
The moving average rules in Brock, Lakonishok and LeBaron (1992) are similar to 
those used in LeBaron (1999). The rules compare the present price with the moving 
average of past prices, or compare the moving average of past prices in shorter period 
with that in longer period. Among various combination of moving average, they select 
1-50, 1-150, 5-150, 1-200, and 2-200, where the short period is the former number and 
the long period is the latter one. 
To handle the whiplash signals where the short and long period moving averages 
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are close, Brock, Lakonishok and LeBaron (1992) introduce a band around the moving 
average and tested both with and without a one percent band. Two kinds of moving 
averages are used in their paper: variable length moving average (VMA) and fixed-
length moving average (FMA). The signal generating process of VMA is the same as 
that in LeBaron (1999). If the one percent band is applied, the rule initiates buy 
(sell) signals when the short moving average is above (below) the long moving average 
by an amount larger than the band. The signal generating process of fixed-length 
moving average differs a bit from variable length moving average. As other variations 
of the moving average stress that returns should be different for a few days following a 
crossover, fixed-length moving average captures this strategy by recording the returns 
during the next ten days and ignoring the other signals occurring during these period. 
Another technical trading rule used in Brock, Lakonishok and LeBaron (1992) is 
trading range break-out (TRB). A buy signal is generated when the price penetrates 
the resistance level. The resistance level is defined as the local maximum. A sell signal 
is generated when the price penetrates the support level which is the local minimum 
price. To implement the trading range strategy, maximum (or mimmmn) prices are 
determined based on the past 50, 150, and 200 days. Like the two types of moving 
averages above, the rule is implemented with and without a one percent band. 
The results in Brock, Lakonishok and LeBaron (1992) provide strong support for 
the technical strategies. Both the standard statistical and bootstrap tests show that 
returns conditioned on trading rule signals are highly significant. The returns condi-
tional on trading signals from the actual Dow Jones data are compared with returns 
from simulated comparison series generated by a fitted model of four null hypothesis 
being tested: random walk with, a drift, AR(1), GARCH-M, and EG ARCH. The re-
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turns obtain from the moving averages and trading range break-out are not consistent 
with these models and further support the predictive power of technical trading rules. 
Many scholars follow the idea of Brock, Lakonishok and LeBaron (1992). Hud-
son, Dempsey and Keasey (1996) try to replicate the result of Brock, Lakonishok and 
LeBaron (1992) using UK data. The same algorithm of trading rules are applied to the 
Financial Times Industrial Ordinary Index, which is the longest daily series available 
in the UK, from July 1935 to January 1994. The index is calculated on the stock prices 
of 30 UK companies which cover a wide range of British manufacturing and service 
industries. As in Brock, Lakonishok and LeBaron (1992)，the overall sample period 
is broken down into four sub-periods, too. The results presented in their paper are 
remarkably similar to those of Brock, Lakonishok and LeBaron (1992). 
The set of technical rules in Brock, Lakonishok and LeBaron (1992) is also applied 
in other papers of related topics. Ito (1999) uses the same set of rules in assessing the 
trading rule profits of the equity indices of Japan, the US, Canada, Indonesia, Mexico 
and Taiwan. The results from the standard tests indicate that the technical rules had 
significant forecast power for all countries, except for the U.S. However, the results from 
the bootstrap tests indicate that some equilibrium asset pricing models were consistent 
with the observed trading rule returns for some countries. Ito (1999) suggests that 
taking into account the time-varying expected returns is important to evaluate the 
profitability of the technical trading rules. 
In Hong Kong, moving average rule is also very popular among investors and finan-
cial analysts in forecasting future price movement of financial market. Yet, few studies 
test the profitability of trading rules in the Hong Kong stock market. Mak (1996) 
applies the moving average rule to the Hang Seng Index in Hong Kong from January 
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1981 to December 1992. The moving average rule is the same as that used in LeBaron 
(1999), i.e. long position is taken when current Hang Seng Index cuts moving average 
from below, and short position is taken when stock price across moving average from 
above. Mak (1996) calculates moving averages for 2 days to 250 days and finds that 
profit can be earned by using the simple moving average rule. However, the selection 
of moving averages' window width is very crucial in trading decision; selecting wrong 
parameter may turn the profit into a loss. 
Another paper, Wong (1997), investigates the usefulness of trend-chasing technical 
rules for portfolio management in the Hong Kong stock market. He applies a trend-
chasing rule similar to moving average on Hang Seng Index and finds that these rule-
based portfolios, especially 20-day and 50-day moving averages, have a consistently and 
significantly superior market timing ability than the usual benchmark portfolio. In fact, 
even though the trading rules cannot generate better return, they do have contribution 
if they can reduce portfolio risk. Based on this idea, Wong and Wong (1996) utilizes 
200-day, 50-day and 20-day moving averages to time the portfolio in Hong Kong stock 
market and finds that they can effectively reduce portfolio risk. Also, the "timing 
portfolios" do have superior performance than "Buy and Hold portfolio", where 50-day 
moving average is sharply superior. 
Though moving average is the most commonly used trading rule in the academic 
literature, other trading rules have begun to draw scholars' attention in recent years. 
We are going to discuss some of them in next section. 
2.2 Other Trading Rules 
Osier (2000) discusses trading rules other than moving average. Instead of generating 
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the trading signals by themselves, Osier (2000) reviews the actual support and resistance 
levels of foreign currency market published daily by six firms from January 1996 through 
March 1998. The firms include commercial banks, investment banks and real-time 
information providers based in the United States and abroad. The foreign markets 
examined are German mark, Japanese yen and British pound. 
To test the ability of these support and resistance levels in predicting intraday trend 
interruptions, Osier (2000) uses the bootstrap technique as follow. Firstly, bounce fre-
quencies for each firm for each month in the sample are calculated. Then, statistical 
representation is constructed by creating 10,000 sets of artificial support and resistance 
levels for each day. For each of these artificial sets of support and resistance levels, 
bounce frequencies for each month are calculated. Finally, she compares the bounce 
frequency of the firms and that for the artificial levels. If the number of months that 
bounce frequency of firms is larger, she concludes that the published support and resis-
tance levels have some ability to predict intraday trend interruptions. By this method, 
Osier (2000) finds that all firms being studied are able to identify points where intraday 
trends are likely to end while some firms perform better than others. 
While simple trading rules like moving averages and filter rules are always used 
in the academic research, there are not much attention on the chart-based technical 
analysis. Chang and Osier (1998) is one of the few papers that evaluate the predictive 
power of a visually based chart pattern — Head-and-shoulder pattern, one of the best-
known and most reliable patterns that indicates imminent trend reversals. Chang and 
Osier (1998) set several generally accepted criteria for formation of Head-and-shoulder 
pattern. They then search for the pattern on exchange series of German Mark, Japanese 
Yen, Canadian Dollar, Prench Franc and British. Pound from 19 March 1973 to 13 June 
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1994. 
Profitability of applying the head-and-shoulder pattern is compared with that of the 
the filter rules in Chang and Osier (1998). Filter rules is naive and easy to implement. 
It requires taking a long position whenever the spot rate has risen by the amount of 
filter size above the previous low and a short position whenever the spot rate has fallen 
by the amount of filter size from the previous high. As soon as a trader enters a long 
position, he or she begins to keep track of the maximum price attained. When the 
price has dropped by the amount of filter size from that maxiimim, the long position 
is closed and a short position entered. 
Chang and Osier (1998) find that though both trading rules are able to generate 
positive profit, filter rules clearly dominates the head-and-shoulder pattern, which has 
positive correlation with the former and adds noise but not value. Days on which filter 
rules and head-and-shoulders indicate the same position are not more profitable and 
sometimes less profitable than days on which they indicate opposite position. 
More chart-based technical analysis is not evaluated until Lo, Mamaysky, and Wang 
(2000). They test the efficacy of trading rules that are believed to have highly subjec-
tive nature of "charting". The ten trading patterns include head-and shoulders (HS) 
and inverse head-and-shoulders (IHS), broadening tops (BT) and broadening bottoms 
(BB), triangle tops (TT) and triangle bottoms (TB), rectangle tops (RT) and rectangle 
bottoms (RT), double tops (DT) and double bottoms (DB). To reduce the observational 
errors, smoothing is done by the nonparametric regression using a Gaussian kernel. 
Lo, Mamaysky, and Wang (2000) have set some criteria in detecting the ten trading 
patterns. They then search the patterns for individual NYSE and Nasdaq stocks from 
1962 to 1996. The data are spilt into seven 5-year periods. In each subperiod, they 
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randomly select 10 stocks from each of 5 market-capitalization quintiles over the sub-
period. It is found that technical patterns do provide incremental information based on 
a comparison between unconditional returns and returns conditioned on the patterns. 
The result is more significant for Nasdaq stocks. 
In general, the profitability of trading rules is supported world-wide. However, no 
study has considered this for Hong Kong individual stocks. I am going to utilize the 
simple moving average and test the significance of this trading rule profit in my paper. 
2.3 Share Repurchase 
LeBaron (1999) removes the periods in which the Federal Reserve has intervened in the 
foreign exchange market and finds that central bank intervention can partly explain the 
profitability of moving average rule. Share repurchase in the stock market resembles 
central bank intervention in the foreign exchange market because in a share repurchase, 
the repurchasing firm distributes cash to some of its shareholders and in exchange 
acquires a fraction of its outstanding equity/ Therefore, share repurchase may be one 
of the sources of profitability of technical trading rules in the stock market. Before 
investigating whether share repurchase can explain the profitability of moving average 
rule, we take a brief look on the general practice of share repurchase. 
2.3.1 Types of Share Repurchase 
As mentioned in Danii (1981), share repurchases may be accomplished through an open 
market repurchase in which the shares are repurchased at prevailing market prices, a 
tender offer repurchase in which the corporation bids for a fraction of the outstand-
7Share repurchase resembles central bank intervention but the former is one-sided while the latter 
is two-sided. This will be discussed in Section 8. 
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ing shares at a price in excess of the current market price, or a privately negotiated 
transaction. 
1. Open market repurchase (OMR) 
This involves corporate purchases of stock in the secondary market through a 
broker at prevailing market prices. These occur more frequently than do tender 
offers to repurchase, but are generally of much smaller magnitude. 
2. Tender offer repurchase (TOR) 
This typically specifies the amount of stock to be repurchased at a given price, 
which is usually above the current market price, and the period of time during 
which the offer is in effect. Additionally, the company frequently reserves the 
right to extend the offer beyond the initially announced expiration date and to 
purchase shares tendered in excess of the amount specified. Although they are 
comparatively rare, typical tender offer repurchases are substantially larger in 
magnitude than typical open market repurchases. 
3. Private repurchase 
This entails buying shares from a shareholder (usually having a sizable holding) 
via direct negotiation with the company. Either party may initiate the negotia-
tions. Because of the infrequency of aimouncements of private repurchases, this 
method of reacquiring common stock is less significant than either open market 
or tender offer repurchases. 
In short, firms can repurchase common stock through: open market purchases, ten-
der offer repurchases and privately negotiated purchases. We will discuss the repurchase 
methods used in Hong Kong in Section 3. 
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2.3.2 Previous Studies on Relationship between Share Repurchase and 
Stock Price 
In addition to the general practice, we concern whether share repurchase affects stock 
price and firm value of the repurchasing company. If it does affect the stock price, 
it is reasonable to suspect that share repurchase may be a source of trading rule's 
profitability. 
Though none of the studies examines the effect of share repurchase on the profit of 
trading rules, many scholars have studied its relationship with stock price, its effect on 
investors' benefits and managers' motivation of share repurchases. Dann (1981) is one 
of them. He examines the effects of a common stock repurchase on the values of the 
repurchasing firm's common stock, debt and preferred stocks. The evidence indicates 
that significant increase in firm values occur within one day of a stock repurchase 
announcement and common stock holders are the main beneficiaries. 
Security price changes associated with a repurchase can result from several factors 
or combination of factors. With regard to these factors, there are four most often 
mentioned reasons for share repurchase: 
1. Information or signaling hypothesis 
When a company purchases it stocks, management gives an information signal 
to investors. The direction of this signal is ambiguous. It may be that the com-
pany perceives no profitable use for internally generated funds because of a lack 
of growth opportunities. On the other hand, especially when a company offers 
to buy its shares at a substantial premium above the market price, management 
may believe that their company is undervalued. This share repurchase then rep-
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resents an attempt to pass on the value of this inside information to the current 
shareholders. This is probably the soundest explanation to the case in Hong 
Kong. 
2. Dividend or personal taxation hypothesis 
Firms repurchase stock in order to let the shareholders benefit from the preferen-
tial tax treatment of repurchases relative to dividends. Because of the preferential 
tax rate on dividends versus capital gains, personal tax savings are generated and 
hence share value is increased when stock repurchases are substituted for divi-
dend distributions. While most investors in Hong Kong would probably agree 
that buy-backs enhance shareholder value, the capital gains generated by share 
repurchase are not necessarily preferred to an equivalent cash payment, given the 
absence of both financial income and capital gain taxes in Hong Kong. 
3. Leverage hypothesis 
The repurchase may be financed by a subsequent issue of debt. It is then practi-
cally identical to debt-equity exchanges. Because the tax-subsidy connected with 
deductibility of interest payments and this subsidy is passed on to the sharehold-
ers, the price of stock will increase. However, only a very large buy-back is likely 
to materially alter the leverage of a firm. Because open market repurchase in 
Hong Kong is confined to 10% of the shares within any financial year and 25% of 
previous calendar month's trading volume in a calendar month (see Section 3)， 
the effects of share repurchase on the leverage would not be a major motivation 
to buy-back. 
4. Bondholder expropriation hypothesis 
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Share repurchase reduces the assets of the company and therefore the value of 
the claims of the bondholders. To the extent that this expropriation has not been 
anticipated in pricing the bond issues, wealth will be transferred to stockholders 
from bondholders. As mentioned in Emery (1997), issuers of bonds that want to 
list their bonds on the Hong Kong stock exchange must meet the SEHK's listing 
requirements. Moreover, the indenture lays down the obligation of and restrictions 
on the borrower, including negative and affirmative sections. Company can hardly 
expropriate the bondholders if restrictions on share repurchase have already been 
stated in covenants. 
Vermaelen (1981) also examines the pricing behavior of securities of firms which 
repurchase their own shares. Moreover, it examines whether they are consistent with 
the above hypothesis. He concludes that repurchasing firms experience a permanent 
increase in stock price on the average. Although it is impossible to exclude the existence 
of small tax or expropriation effects, the information hypothesis seems to explain the 
abnormal returns after share repurchase to a large extent, or more than any alternative 
hypothesis. 
Furthermore, Masulis (1980) analyzes the effects of share repurchase by tender 
offer. He finds that on average, announcements of tender offers are associated with a 
dramatic 17 percent two-day return for common stocks. While the firms' convertible 
securities also mirror the stocks' price rise, the nonconvertible debt and preferred stock 
either experience price declines or are unaffected. The increase in stock and convertible 
securities' prices and decline in preferred stock and nonconvertible debts' prices are 
caused by (1) marginal personal tax advantages of converting dividends into gains, 
(2) corporate tax benefits of financing stock repurchases with debt, (3) inter-security 
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class wealth transfers and (4) wealth transfers between tendering and nontenderirig 
stockholders. Also, stock repurchases by tender offer can cause major adjustments in 
firms' capital structures by increasing leverage and significantly modify stockholders' 
personal tax liabilities and relative share ownership. 
The relationship between share repurchase and stock price is still a topic in 1990s. 
Choi and Chen (1997) are one of the scholars who study the relationship indirectly. 
Given that a share repurchase is similar to a special dividend and thus can be regarded 
as a dividend increase, Choi and Chen (1997) compare the difference of effects induced 
by share repurchase tender offer and by regular dividend increase. They find that a 
share repurchase elicits a significantly higher price response than a dividend increase 
after controlling for timing, industry, size of cash distribution, and firm-specific char-
acteristics. This suggests that a share repurchase tender offer conveys more positive 
information than does a dividend increase. The upward revision in financial analysts' 
earnings forecasts following a share repurchase is, on average, greater than that follow-
ing a regular dividend increase. Moreover, a repurchase announcement is followed by 
a permanent decline in the firms' systematic risk while a dividend-increase announce-
ment is not. This suggests that managers choose a share repurchase tender offer rather 
than a dividend increase when they foresee a relatively large increase in the firm's earn-
ings or decrease in the firm's risk prospects. Recognizing that managers have superior 
information about the firm's prospects, investors interpret repurchase announcements 
optimistically and revise their expectations of the firm's earnings upwardly, causing the 
stock price to rise. 
In addition to the four mentioned hypothesis, there are other motivations of share 
repurchase. In recent years, share repurchase financed by debt has become a common 
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response of target management to a real or perceived takeover threat. Sinha (1991) 
presents a model in which managers of firms that are takeover targets use debt-financed 
share repurchase to bond themselves to increase investment in the firm. This kind of 
defensive repurchase, by buying back shares from those shareholders who have the 
lowest reservation values, forces any subsequent bidder to buy shares from shareholders 
with higher reservation values. This raises the cost of such a bid and makes the firm a 
less attractive target. 
Though no one has studied the relationship between trading rule profits and share 
repurchase before, previous studies confirm that share repurchase does affect stock 
price. In general, stock price increases after share repurchase dates. Therefore, it is 
reasonable for us to suspect that share repurchase price would affect trading rule profit, 
too. 
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3 Regulations and Facts of Share Repurchase in Hong 
Kong 
The scales of share repurchase activity varied across countries. The most possible rea-
son is the different regulatory controls in restraining the activity. The United States 
is without doubt the most active market for share repurchases. Hulbert (1997) in 
Forbes magazine — in connection with repurchases during 1996 and the early 1997 — 
reported, "almost the entire supply of stock from new stock offerings is being offset 
by corporate repurchase programs." In United Kingdom, Canada and Australia, share 
repurchases also occur with some regularity. In the European countries, share repur-
chases, however, occur rather infrequently due to the tight regulatory controls. Recent 
regulatory changes have also made share repurchase activities possible in a number of 
Pacific-Rim markets. For example, Japanese companies used to be forbidden to buy 
their own stock, but in 1994 the government amended Japan's commercial code to per-
mit repurchases. Singapore's Companies Act was amended to allow share buy-backs 
since November 1998.® Under the changes, both listed and unlisted companies who 
satisfy certain conditions may now purchase or acquire their shares but only out of 
their distributable profits. Along with other Asian countries, Hong Kong has allowed 
regulated share repurchase activities since 1991 and has introduced the regulations on 
such activities. 
The general principles, provisions and regulatory controls relating to share repur-
chase in Hong Kong are reflected in the Companies Ordinance (CAP. 32)，the Stock 
Exchange of Hong Kong's (SEHK's) Rules Governing the Listing of Securities, and 
^Please refer to Shibata (1995) for Japanese market, Bradbury and Westwood (1996) for New 
Zealand and Tang (1999) for Singapore. 
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the Securities and Futures Commission's (SFC's) Hong Kong Codes on Takeovers and 
Mergers and Share Repurchases. The Securities and Futures Commission (SFC) issues 
The Codes on Takeovers and Mergers and Share Repurchases, which came into effect in 
April 1992. Its purpose is to afford fair treatment for shareholders who are affected by 
takeover and merger transactions and share repurchases. They do not have the force 
of law but represent a consensus of opinion of those who participate in Hong Kong's 
financial markets and the SFC regarding standards of commercial conduct and behavior 
considered acceptable in Hong Kong. 
According to The Codes on Takeovers and Mergers and Share Repurchases p.3.3, 
no. 18，"Share repurchase means an offer to purchase, redeem or otherwise acquire 
shares of an offeror made by or on behalf of the offeror to any shareholder of the offeror 
and includes a privatization, scheme of arrangement or other form of reorganization 
that consists, in whole or in part, of such an offer." Despite the frequency of share 
repurchases in Hong Kong, their dollar value is small compared with total equity funds 
raised in the market. As shown in Table 1, share repurchase reaches its zenith in 1997. 
The total value of Hong Kong repurchases in that year was approximately HK$ 6.960 
billion, in contrast with total equity funds raised over the same period of around HK$ 
248 billion. In other words, the value of share repurchase represented about 2.81% of 
the value of newly issued stock then. Though this percentage increases to 7.71% in 
1998, it is because of the dramatic decrease in equity funds raised while the value of 
share repurchase decreases to HK$ 2.95 billion. Nevertheless, the proportion of new 
stock offset by share repurchases in Hong Kong pales when compared with the United 
States, as mentioned earlier. 
In Hong Kong, share repurchase may only be made by the company whose shares 
20 
are the subject of the share repurchase. It entails the underlying company redeeming 
shares in circulation for immediate cancellation. The practice is slightly different from 
the United States. In the US, instead of share cancellation, the stocks repurchased 
remain in issue, but out of circulation, in the form of corporate treasury stock. The 
corporation if required can reissue these stocks. In both practices, share repurchase 
reduces the number of shares in circulation. 
As suggested in the Section 2, share repurchase can be classified into three repur-
chase methods: on-market repurchase or open market repurchase, tender offer repur-
chase and off-market or private repurchase. The regulation imposed on them and the 
frequencies of their occurrences are diverse. 
An open market repurchase, which is the kind of repurchase studied in my paper, 
is the most popular way of share repurchase in Hong Kong. Nearly all of the local 
repurchase activity is conducted through this method. Though open market repurchase 
is one of those exempted from the general offer requirements of The Code on Share 
Repurchase，all share repurchases, in the case of listed companies, must be notified 
to the Stock Exchange, which publishes the repurchase information in Daily Share 
Repurchase Report, in accordance with the Rules Governing the Listing Securities. 
Under this regulation, the disclosure allows me to access to the repurchase data. 
In addition to notification to the Stock Exchange, the Listing Rules stipulate that 
such resolutions should not mandate a purchase of more than 10% of the shares of the 
issuer within any financial year. Also, the number of shares repurchased in a calendar 
month should not exceed 25% of the previous calendar month's trading volume in 
the securities, unless a waiver is granted which, is subject to compliance with certain 
conditions including the minirDiun public float requirements. 
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An open market share repurchase must be approved by the company in general 
meeting and a memorandum of the terms of the proposed purchase must be sent to 
members with notice of the relevant meeting. Such authorization will be valid until 
the company's next Annual General Meeting and it may be extended until the date of 
the following Annual General Meeting. Once a resolution is approved, a company can 
engage in on-market repurchases by buying stock in the open market for cancellation 
at prevailing market prices. Chapter 10 of the Exchange's Rules Governing the Listing 
of Securities outlines the various conditions for such a program. 
The other two methods are rare in Hong Kong. According to SFC (1998)，only three 
share repurchases made by the general offer between 1 April 1995 and 31 March 1997. 
Among the Hang Seng Index constituent stocks, only CLP Holdings has ever received 
an off-market repurchase once within the period 1 January 1993 to 31 August 2000. 
All of the other companies engage in share repurchase by on-market method only. 
For a general offer, as soon as the board of directors of an offeror has decided to 
make an offer, the offeror shall publish an announcement of the material terms of the 
offer. This information must also be published in the company's annual reports. Any 
aimoTirLcement, advertisement or similar document in relation to a share repurchase 
must be filed with the Executive for comment prior to release or publication and must 
not be released or published until the Executive has confirmed that it has no further 
comments thereon. The final copy of the document must be filed with the Executive 
and the Stock Exchange in duplicate. All announcements must be published as a paid 
aimouncement in at least one leading English language newspaper and one leading 
Chinese language newspaper being each case a newspaper, which is published daily and 
circulating generally in Hong Kong. 
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4 Data Summary 
4.1 Description on Hong Kong Stock Market 
Trading equities in Hong Kong dates back to 1866. Today, Hong Kong stock market is 
one of the leading financial centers in Asia and has become an important stock market 
in the world. The total market capitalization of Hong Kong listed companies was 608 
billion US dollar at the end of 1999. According to SEHK (1999), it is the second largest 
stock market in Asia, second only to Tokyo. 
Hong Kong stock market has grown rapidly in the past two decades, together with 
the rapid growth of the local economy.^ In the 1990s, Hong Kong stock market played 
a significant role in China and China-concepted stocks because many Hong Kong cor-
porations had much direct investment in the Mainland and a number of China-state 
enterprises began to be listed in Hong Kong. The territory not only provides financial 
services to domestic corporations and banks, but also provides the vast majority of 
loans and equity for China. In addition, Hong Kong has attracted considerable atten-
tion from the international investment community since last decade. This is evidenced 
by the increasing number of investment funds launched by the international funds man-
agement houses which invest solely, or have a fixed portion of funds invested, in the 
territory. Because Hong Kong stock market involves such a lot of participants and 
capital flow, if a trading rule that induces substantial profit does exist, investors can 
make profit by utilizing the rule. Therefore, it is important to study the profitability 
of technical trading rules in the Hong Kong stock market. 
®For an overview of Hong Kong stock market, please refer to McGuinness (1999). 
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4.2 Description on Hang Seng Index 
Hang Seng Index (HSI) is a barometer of the Hong Kong stock market. It currently 
comprises 33 constituent stocks which are representatives of the market. At the end of 
1999, the aggregate market capitalization of these stocks accounted for about 79.19% of 
the total market capitalization on The Stock Exchange of Hong Kong Limited (SEHK). 
Their value of turnover comprised 53.47% of the total value of the stock market's 
turnover in 1999. 
Constituent stocks of the Hang Seng Index are selected by a rigorous process of 
detailed analysis. To be eligible for selection, a company should be among those that 
constitute the top 90% of the total market capitalization of all ordinary shares listed 
on the SEHK, and among those that constitute the top 90% of the total turnover on 
the SEHK. Generally, its listing history should not be less than 24 months. Three most 
important factors in selecting the constituent stocks are market capitalization of the 
company, the financial performance of the company and the representation of the sub-
sectors within the HSI directly reflecting that of the market. For more details about 
Hang Seng Index, please refer to HSI Services Ltd (1997). 
While it is time-consuming and impossible to test all ordinary shares listed in the 
SEHK，i° high market capitalization and turnover make Hang Seng Index constituent 
stocks a reasonable choice for my investigation. Testing Hang Seng Index constituent 
stocks is sufficient to show the performance of Hong Kong individual stocks under 
different trading rules. 
^°There axe 701 shares listed in the Stock Exchange of Hong Kong in 1999, according to SEHK (1999) 
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4.3 Description on Stock Price Series 
My study focuses on the Hang Seng Index constituent stocks. Though there are 33 
constituent stocks in the Hang Seng Index, some of them have too short trading history 
to be considered in my study.丄丄 Among the 33 stocks, I choose the ones whose trading 
histories are longer than ten years. Under this criterion, only 25 HSI constituent stocks 
remain in my study. They are listed in Table 2. 
I obtain the daily stock prices of that 25 stocks from the Datastream International. 
As in most of the studies on technical trading rules, daily closing prices are used for the 
25 individual stocks. Non-transaction dates are excluded and the prices have already 
been adjusted for subsequent capital a c t i o n . 12 The factors of price adjustment are 
rights issues, scrip issues, capital reorganization, open offers, distributions and stock 
dividends. Formulas used in adjustment can be referred to the Help Menu in Datas-
tream International. Because I obtain the longest price series available, the beginning 
dates of price series are not the same for all 25 stocks. Table 2 shows the beginning 
dates of all price series. The earliest is 1 January 1973 and the latest is 23 November 
1988. The ending dates are 31 August 2000 for all 25 stocks, the latest available at the 
time I started working on this project. In another words, the duration of price series 
range from 11 years to 27 years. 
Summary statistics for the log first differences of the 25 daily stock price series are 
given in Table 3. Their means are all positive but small. The standard deviations range 
11 For example, China Mobile (Hong Kong) Limited (stock code: 0941) was listed in the Stock 
Exchange of Hong Kong on 23 October 1997. 
12For capital action, a theoretical original holder of the shaxes attracting the new shares sells their 
entitlement in the market and re-invests the new proceeds in existing shares of the company at the 
notional ex price. The holder therefore accumulates extra shares without providing any new cash, and 
it is the proportional increase in the holding tha t determines the adjustment factor. Details can be 
found in the Help Menu of Datastream International. 
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from 0.0205 for HSBC Holdings pic (0005) to 0.05104 for Johnson Electric Holdings 
Ltd (0179). Most of them are negatively and fairly skewed^^ compared with previous 
studies by Ito (1999)，Hudson, Dempsey and Keasey (1996) and Brock, Lakonishok and 
LeBaron (1992), which found skewness to range from 0.3 to -4 in other stock markets. 
For reference, the skewness of a normal distribution is zero. The serial correlation is 
weak. Nearly all autocorrelation coefficients—ACF(l) to ACF(5)—are less than 0.05 in 
absolute value. ^ ^ All stocks show tremendous two-digit to three-digit kurtosis, which 
is normally less than 30 in other stock market. For reference, kurtosis of a normal 
distribution is 3, though the figure is always larger in stock markets. The distributions 
of these 25 Hong Kong stocks' returns are akin to that of the other stock market. All 
show signs of skewness and of being strongly leptokurtic. The returns are unlikely to 
come from normal distribution for their "thick tails". 
4.4 Description on Repurchase Data 
The repurchase data in my paper are acquired from Daily Share Repurchase Reports, 
which are data of Securities (Disclosure of Interests) Daily Summaries published by 
The Stock Exchange of Hong Kong. I use the repurchase data in these reports from 1 
January 1993, the earliest available date of the reports, to 31 August 2000, the same 
ending date as the price series. The reports include the name of share repurchasing 
company, date and price of repurchase, value and price of total share repurchased on 
that date, etc. 
^^Nineteen stocks show negative skewness. The six stocks with positive skewness are Wharf (Hold-
ings) Ltd (0004), HSBC Holdings pic (0005)，Hong Kong Electric Holdings Ltd (0006), Johnson Electric 
Holdings Ltd (0179), CITIC Pacific Ltd (0267) and China Resources Enterprise Ltd (0291). All stocks 
are not very skewed but one. The skewness of Johnson Electric Holdings Ltd (0179) is 40.288, more 
than ten times of the others. 
^^The exceptions are Hong Kong & China Gas (0003) and China Resources Enterprise Ltd (0291). 
The former's ACF(l) and ACF(2) are -0.242 and 0.102 respectively while the later's ACF(l) is 0.146. 
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As revealed by the share repurchase reports, only few companies have been active 
in repurchasing activity. Among the 25 stocks mentioned above, eight of them never 
repurchased during the period being studied (i.e. 1 January 1993 to 31 August 2000). 
Some of the others did repurchase, but only rarely. I confine my study of repurchasing 
activity to the stocks whose numbers of repurchasing dates are more than 30 in the 
sample. Under this criterion, only 10 stocks remain and they are listed in Table 4 and 
their number of observations range from 32 to 101.15 All the repurchasing activity 
referred in my paper is open market repurchase (OMR), which involves corporate pur-
chases of stock in the secondary market through a broker at prevailing market prices. 
As mentioned in Section 3, almost all repurchase in Hong Kong are done through open 
market repurchase. 
The 10 stock price series are plotted along with their amount of stock repurchased 
respectively from Figure 3 to Figure 12. Prom these figures, we can summarize several 
features about the movement of stock price and the timing of repurchase activity. 
Firstly, nearly all the repurchase activities took place when the stock prices were at 
troughs or they were declining from preceding peaks. As in Figure 4, the first share 
repurchase took place just before July of 1998 after the stock price has slumped down 
from the peak in July of 1997. Secondly, the repurchasing activities seemed to cluster 
within a short time period. Two extreme cases are Figure 3 and Figure 8, in which 
share repurchase clusters in one period only. Finally, stock prices seemed to go up after 
a repurchase in general. Prices of some stocks, like that in Figure 6 and Figure 12, rise 
obviously after share repurchase. In Figure 6, stock price goes up after share repurchase 
^®Hang Seng Bank Ltd (0011) has 32 observations, the fewest among the 10 stocks and Hong Kong 
& China Gas (0003) has 101 observations, the most among them. 
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in July 1998 while in Figure 12, stock price rises after share repurchase in November 
1997 and in April 2000. However, it is uncertain whether share repurchase drives up the 
stock price or the company might have chosen to conduct repurchase when it foresees 
the stock price would stop slumping and reverse to an up trend soon. 
These repurchasing activities are further summarized in Table 5. The uncondition-
ally means of number of shares repurchased are around 25 thousands and are negligible 
compared with the trading volume and the issued share capital of these stocks. As 
indicated by Table 5, the amount of share repurchase is about 1% of previous month 
turnover and 0.013% of issued share capital on average. These figures are consistent 
with the Hong Kong share repurchase regulations mentioned in Section 3.16 However, 
conditional on the occurrence of repurchase activities, the average number of share re-
purchased of these 10 stocks are about 850 thousands. Three of them had more than 
a million share repurchase. Prob 1 in Table 5 is the fraction of days that the company 
repurchases share. The maximum of these figures is 5.27% . This means companies 
seldom repurchase their shares. The table also estimates Markov transition probabili-
ties from no share repurchase to share repurchase, Prob 2, and probabilities from share 
repurchase to share repurchase, Prob 3. Prob 2 is much smaller than Prob 1 while 
Prob 3 is much larger than Prob 1. This Markov probability confirms our eye-balling 
observation that companies mostly repurchase on successive days. If a company re-
purchases share today, it will be very likely to repurchase again tomorrow. The result 
also reveals that the repurchasing probability behavior of these 10 Hang Seng Index 
i6The Listing Rules stipulate tha t such resolutions should not mandate a purchase of more than 10% 
of the shares of the issuer within any financial year, and the number of shares repurchased in a calendar 
month should not exceed 25% of the previous calendar month's trading volume in the securities. Thus, 




Constituent Stocks is very similar to the intervening probability behavior of German 
Mark and Japanese Yen reported by LeBaron ( 1 9 9 9 ) . 工 了 
口The US Federal Reserve has about 10% probability to intervene in the forex market. Non-
intervention periods are persistent. When intervention is going on, it is about equally likely to continue 
or end on the next day. Please refer LeBaron (1999) for details. 
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5 Profitability of Technical Trading Rule 
In this section, I test whether using technical trading rules, as an investment strategy, 
makes profit in Hong Kong stock market. Simple moving average, the technical trading 
rule used throughout this paper, are applied to 25 Hang Seng Index constituent stocks. 
LeBaron (1999) uses simple moving average as an investment strategy on foreign ex-
change market. I follow his signal generating method and definition of return in this 
section. 
5.1 Moving Average 
Among many kinds and variations of moving averages, simple moving average is used in 
my paper. Forecasts are examined over 1 day horizon. The rule compares the current 
price with a moving average of past prices. Let Pt be the closing price of a stock (e.g. 
CLP (Holdings) Ltd (0002)) at date t. Define mat as 
1 M-l 
= p“ ( 1 ) 
i=Q 
where M is the length or window width of the moving average. The above equation 
indicates that mat uses the daily prices of previous M days. The selection of M is 
crucial to the profit of moving average rules. In Hong Kong, the moving averages with 
M = 10，M = 20, M = 50 and M = 90 are popular and often discussed in the media. 
Therefore, I use these four moving averages in my paper. In addition, moving averages 
with M = 150, M = 200 and M = 250^ ® are examined due to its wide application in 
the world stock market. 
Moving average of M = 250 is often quoted as the boundary of bull and bear market. 
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After computing the moving averages, trading signals can be generated. A buy or 
sell signal st is defined as 
f 
1 if Pt > mat 
St = < (2) 
- 1 if Pt < mat 
、 
where = 1 is a long signal at date t, st = - 1 is a short signal. This rule compares 
the stock price today with the average price in previous M days. Buy signal 二 1 
is generated when current stock price is above the average price. Conversely, when 
current stock price is below the average price, sell signal st = - 1 is resulted. According 
to the rule, if I am at a long position beforehand, i.e. st-i 二 1, st = 1 indicates 
continuous holding of stock while st = - 1 indicates selling of stock and changing to a 
short position. If I am at a short position beforehand, i.e. st-i = —1，st = 1 indicates 
buying of stock and changing to a long position while st = - 1 indicates staying at a 
short position on date t. Stocks are traded whenever the trading signal s is different 
from the previous day. Figure 1 illustrates the trading signals generated for HSBC 
Holdings pic (0005) in the period 4 October 1999 to 29 February 2000. 
Following the above rule, the investors are at either long or short position and never 
hold cash. This enables them to capture profit on both upside and downside movement 
of the stock price, if a buy signal and a sell signal are generated respectively. Implicitly, 
I assume that short sale of stock is possible here.^^ If short sale is not allowed, the 
sell signal should be = 0 instead of st = - 1 . This case will be considered in the 
appendix. 
In order to evaluate the performance of moving average rule above, examination 
on returns is necessary. Let pt = log{Pt), where Pt is stock price on date t. Dynamic 
i^Most related studies have the same assumption, though they apply trading rules to stock index but 
not individual stocks. 
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returns xt from the strategy executed on date t is defined as 
xt = stipt^i - p t ) (3) 
The value of return is simply the log difference on stock price multiplied by + 1 or -1， 
depending on the buy or sell signal. The whole story is as follow. After comparing 
today's nearly closing stock price Pt and the average price on previous M dates, the 
buy or sell signal st is generated. Corresponding, trade is taken immediately before the 
close of market and the stock is bought or sold at Pt. The return of today's action xt 
is the percentage change in closing stock price from today to tomorrow, multiplied by 
the buy or sell signal st. This signal generating process is the same as that in LeBaron 
(1999)，Brock, Lakonishok and LeBaron (1992), Ito (1999) and Hudson, Dempsey and 
Keasey (1996). 
5.2 Result of Individual Stocks 
The defined rules and signal generating process are then applied to the 25 Hang Seng 
Index constituent stocks. Take CLP (Holdings) Ltd (0002) as an example. Table 6 
examines these trading returns for CLP (Holdings) Ltd (0002) stock price. The t-
statistics test whether the mean returns are zero, assuming that mean returns are 
normally distributed. It is clear from the table that the mean returns by the trading 
strategies are statistically different from zero at 1% significance level when M = 10 and 
M = 20. The means are not so positive for other window widths of moving averages. 
This reveals that the window width is very crucial to the profitability of moving average 
rule. We cannot conclude that moving average fails to make profit solely by the evidence 
32 
of negative mean return, which may be due to inappropriate selection of window width. 
However, it is not sufficient to test for significance solely by the t-test because 
the stock returns are known to deviate from normality as shown in Table 3 and the 
mean returns may not be normally distributed. An alternative, as in LeBaron (1999), 
a sample of bootstrapped random walk price series is generated using the log price 
differences of the original stock price series. 
In the literature, numerous null models have been used. For example, Brock, Lakon-
ishok and LeBaron (1992) suggests a random walk with a drift, autoregressive process 
of order one (AR(1)), generalized autoregressive conditional heteroskedasticity in-mean 
model (GARCH-M), and Exponential GARCH (EGARCH). I choose the random walk 
model because I want to test if the trading rule returns are significantly different from 
zero. It also implicitly tests whether an efficient market hypothesis holds in the Hong 
Kong stock market. One may argue that random walk with a drift model would be 
more suitable to test the efficient market hypothesis in stock market. This model will 
be considered in the appendix. 
Recall that pt = log{Pt), where Pt is stock price on date t, the null hypothesis is 
that the log stock price follows random walk model as stated below. 
Pt+i =Pt-\-et (4) 
where et comes from an independent and identical distribution, but not necessarily 
normal. An advantage of bootstrapping is that it does not require the residual term et 
to follow a specific kind of distribution. A new stock price series is built by randomly 
scrambling the differences e hompt+i -pt for all t in the original series with replacement. 
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This new stock price series is simulated 500 times and 500 “artificial” stock price series 
are thus constructed. The moving averages are implemented on these simulated random 
walk series. Returns of these "artificial" stock price series are then compared to returns 
of the "original" stock price series. The column labelled "p-value" in Table 6 reports the 
fraction of simulations generating an average return larger than the average return of 
"original" stock price. The p-values agree with the t-tests in indicating the significance 
of these mean returns by moving averages with different window widths. In the example 
CLP (Holdings) Ltd (0002), mean returns are significantly different from zero when 
M = 10 and M = 20 under the t-tests. Their p-values are also less than 0.01 under 
M = 10 and M = 20 but the p-values are much larger when M = 50, Af = 90， 
M = 150, M = 200 and M = 250. For this, as well as for other stocks, the t-tests seem 
consistent with their corresponding p-values. 
The column next to t-ratio, labelled "Sharpe", estimates the Sharpe ratio over a one-
year horizon. Assuming that the return over one year is measured by simply summing 
all daily returns within that year, and the daily returns have zero serial correlation^^, 
the Sharpe ratio is approximated as 
Sharpe - (5) 
(J f 
where E(r) is the expected daily return and cr^  is the standard deviation of daily 
return. N is the number of trading days in a year. Excluding public holidays, the 
number of transaction days is about 252 in a year and thus I set TV" = 252 in the above 
equation. This approximation of Sharpe ratio is correct because the daily returns seem 
20Referring to Table2, their serial correlations are so low that it seems reasonable to assume them to 
be zero. 
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independent over time as shown in Table 3. Further discussion on Sharpe ratio can be 
found in Sharpe (1994). 
Sharpe ratio is a reward-to-variability ratio for the purpose of performance measure. 
It indicates the expected return per unit of risk associated with the return. The buy 
and hold strategy of an aggregate US stock portfolio has a Sharpe ratio around 0.3 to 
0.4. Ignoring transaction costs, Sharpe ratio of the moving average rules applied on the 
25 stocks are presented. Table 6 shows that applying moving averages with M = 10 or 
M = 20 on CLP (Holdings) Ltd attain Sharpe ratio higher than 0.4. Moving averages 
with other window widths gain much lower sharpe ratio and even negative in the case 
of M = 90. 
Finally, the column labelled fraction represents the fraction of days on which a 
switch of buy and sell signal takes place. In another words, it is the fraction of times 
that stock is bought or sold according to the moving average rules. The larger is the 
trade fraction, the larger is the impact from transaction costs on the profitability of 
the trading rules. Obviously, the smaller is the window size, the larger is the trading 
fraction. In the case of CLP (Holdings) Ltd, the trade fraction is more than 10% when 
using moving averages M = 10 and M = 20. Because the effect of transaction costs 
increases with the the number of trades taken, such frequent trading makes it more 
possible for transaction costs to deprive all the profits of moving average rules. I will 
consider the effect of transaction costs on the trading rules profit in Section 6. 
5.3 Overall Result for 25 Stocks Tested 
In this section, we are going to see how the moving average rules with, different window 
size perform among the 25 stocks. For the sake of clarity, the results of individual 
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stocks are presented again in Tables 61 to 67 according to the window size of moving 
averages. Table 7 summarizes these results. 
Table 7 shows that most of the stocks have p-value smaller than 0.05 when moving 
average rules of M = 10, M = 20 and M = 50 are applied on them. That means less 
than 5% of 500 artificially generated price series would attain higher mean returns than 
the original price series, when moving averages with the same window width is applied. 
This ensures the profitabilities of these rules to most of the stocks and these profits are 
very unlikely to be generated from a random walk model. If I exclude the five stocks^^ 
that have p-value larger than 0.05 for all rules, utilizing these three strategies would 
gain great profits on 80% to 90% of the stocks. 
Moving average rule with M = 90 are profitable for half of the stocks only. The 
other three popular moving average rules in other stock markets, which have M = 150, 
M == 200 and M = 250, do not achieve high, profitability in almost all of the stocks 
studied. 
One may wonder what kind of price patterns would lead to higher profitability of 
moving average. This issue is important but is best addressed in a separate study. Here, 
I illustrate the possibility of trading rule profits with a simple example. Fig 2 displays 
an imaginary price pattern that has high profit by trading with moving average rule. 
The stock price increases slowly but slumps rapidly. In this case, moving average is 
able to capture most possible profit in all trends. Obviously, a reverse pattern (stock 
price rises rapidly but falls slowly) will generate negative trading rule profits. 
Other people may suspect that stocks in the same industry would have similar 
21 The five stocks are Hong Kong & China Gas (0003)，Hong Kong Electric Holdings Ltd (0006), 
Amoy Properties Ltd (0101), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd (0511). 
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trading rule profit. I take a brief look on this issue by rearranging the result of M == 20 
trading rule test in decreasing order of mean return in Table 68. Because property 
industry is the most important industry in Hong Kong, I divide the Hang Seng Index 
constituent stocks into property stocks and non-property stocks. By aligning the mean 
trading rule profits in Table 68, I cannot conclude whether property stocks have a higher 
or lower trading rule profits than the non-property ones. The trading rule profits are 
not determined by the type of industry that the stocks are in. 
In the last column of Table 68, the annualized trading rule profits are also computed 
for moving average M = 20. Among the 25 Hang Seng Index constituent stocks tested, 
twenty-one of them have trading rule profit larger than 10% a year and eighteen of 
them have profit even larger than 20% a year. This shows that if appropriate trading 
rule is applied as trading strategy, investors enjoy large profit. 
5.4 Using short moving averages rather than current stock price 
Besides comparing a long moving average M with the current stock price, buy and 
sell signals can also be generated by comparing a long moving average M with a short 
moving average N？‘^  I also test the profitability of trading rules when iV = 5 and 
N = 10. The signal generating process is very similar to that in equation (2): 
• 
1 if mat^sh > mat,io 
= (6) 
—1 if mat^sh < rnat,io 
、 
where mat,io is the value of long moving average and mat,sh is the value of short moving 
average. Both moving averages are calculated by equation (1) and taking M = I and 
22 Comparing with current price is one of the cases that generate buy and sell signals by long moving 
averages and short moving averages, where iV = 1 for short moving average. 
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M = s respectively, where M is the window size of moving average and lo > sh. Long 
signal at date 亡 is •st 二 1, = - 1 is a short signal. This rule compares average price 
in previous sh days with the average price in previous lo days. Buy signal = 1 is 
generated when short moving average price is above the long one. Conversely, when 
short moving average price is below the long one, sell signal st = - 1 is resulted. 
The various combination of long and short moving averages are applied to the 25 
Hang Seng Index constituent stocks and the results are shown from Table 69 to 80. 
Again, these results are summarized in Table 7. It is clear that most stocks would 
generate significant profit when window size of long moving average M is 20 or 50. 
Though I use short moving averages N = b and N = 10 in addition to current stock 
price for generating trading signals, it does not make the trading rules profitable in 
more stocks: largest number of stocks have p-value less than 0.05 when the trading rule 
is M 二 20, AT = 1 and M = 50，iV = 1. I note, however, the above conclusion is based 
on a zero transaction cost assumption. This conclusion may change once we take into 
account the transaction cost. 
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6 Profitability with transaction cost 
To better assess the economic significance of the profitability, LeBaron (1999) has done 
a one-year return experiment for the foreign exchange market. I repeat his experiment 
for the Hong Kong stock market in order to estimate the risk and return tradeoffs. In 
this experiment, one-year periods are chosen at random from the entire sample. The 
returns over that period are summed in accordance with the trading signals generated 
by different moving average rules. After 500 of these one-year subperiods have been 
chosen, the mean and standard deviation are estimated. 
6.1 Result of Individual Stock 
The result of this one-year experiment for CLP (Holdings) Ltd is shown in Table 8. 
Through this experiment, we attempt to answer: if an investor has utilized the moving 
average rules for one year, which is randomly chosen from 1 January 1973 to 31 August 
2000, what is his risk and return tradeoffs? Choosing 500 one-year periods result 500 
such investors in the experiment. Table 8 shows that in the case of CLP (Holdings) 
Ltd, a mean return of 16.44% is achieved by the moving average rules with M = 10. 
Among the 500 investors, the worst one has a loss of 72.51% and the best one has a 
gain of 149.56% . The performance of trading rule depends much on which one-year 
period the trading rule is applied on. Thus, there are some one-year periods in which 
the rule performs very well but other periods in which the rule induces loss. 
To depict an overall picture for the effect of transaction cost, we need to compute 
the Sharpe ratio, which is equal to the mean divided by standard deviation. These 
two statistics of the 500 returns are thus retrieved. Without any transaction cost, the 
Sharpe ratio is 0.49 for M = 10 in this experiment and the value is in general agreement 
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with the Sharpe ratio 0.48 in Table 6 for zero cost Sharpe ratios. 
After reviewing the experiment result for zero cost, different levels of transaction 
costs are simulated by subtracting the costs every time a trade is made, i.e. a change 
in the sign of st. The level of transaction costs examined here are 0.05%，0.1% and 
0.25% . These levels are reasonable according to the brokerage and fees of securities 
transaction in Hong Kong. Table 12 lists out the items of transaction cost in Hong 
Kong. A small investor faces the transaction cost a little bit above 0.25% and it is 
believed that, a large trader faces a much lower cost. Table 8 tells that implementing 
the rules with 0.05% or 0.1% transaction costs on CLP (Holdings) Ltd does reduce the 
Sharpe ratios, but the reduction may not enough to exhaust all the profits generated 
by the trading rules. For moving average rules with M = 10 and M = 20 applied 
on CLP (Holdings) Ltd, the Sharpe ratio are still around 0.423 with 0.05% and 0.1% 
transaction cost. The table also shows an eventual fall of the Sharpe ratio as the costs 
are increased. 
6.2 Sharpe Ratio of 25 Stocks Tested 
For an overview of transaction cost effect on 25 stocks tested, I count the number of 
stocks that have good performance in the presence of varying transaction cost. Table 9 
shows the number of stocks that have Sharpe ratio above 0.4.24 Under all the moving 
averages with different window size, the numbers of stocks that have Sharpe ratio 
As mentioned in LeBaron (1999)，typical Sharpe ratio of the buy and hold strategy of an aggregate 
US stock portfolio is around 0.3 or 0.4. Also, according to Sharpe (1994), typical estimate of Sharpe 
Ratio in a developed market in annual term would be around 0.4. For some further references and 
examples of Sharpe ratios on aggregate portfolios, please see LeBaron (1998) and Hodrick (1987). 
4To the best of my knowledge, no previous research has studied the Sharpe ratio of buy and hold 
strategy of a Hong Kong stock portfolio. Pedersen and Satchell (2000) compute the mean and variance 
of monthly returns of twelve emerging market funds and from which I find tha t the Sharpe ratio of buy 
and hold strategy of these funds are about 0.6. 
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above 0.4 with 0.25% transaction cost are about the same as the numbers of stocks 
that have mean returns significantly positive in Table 7. In other words, most of 
the 25 stocks tested have risk-adjusted returns better than an average portfolio with 
practical transaction cost because typical Sharpe ratio of the buy and hold strategy of 
an aggregate US stock portfolio is around 0.3 or 0.4. 
One may argue that a buy and hold strategy of the stock itself would generate 
higher returns than the various moving average rules. Therefore, I examine the Sharpe 
ratio of buy and hold strategy in the one-year experiment for the 25 stocks tested and 
the result is presented in Table 10. Though, all of the Sharpe ratio for buy and hold 
strategy are positive, only five of them are larger than 0.4. That means buy and hold 
most stocks individually cannot outperform the buy and hold strategy of an aggregate 
US stocks portfolio. Thus, it is not surprising to see in Table 11 that moving averages 
give better risk-adjusted returns, indicated by higher Sharpe ratio, than buy and hold 
strategy for most of the 25 stocks studied. 
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7 Profitability with Share Repurchase Dates Removed 
The result of Section 5 ensures the profitability of moving average rules for most of 
the stocks. In other words, the stock prices are unlikely to be following a random walk 
model. Then, is it possible that the profit is caused by some "events", so that trading 
rules would have not been so profitable if such "events" had not occurred? 
7.1 Removing Share Repurchase Dates 
LeBaron (1999) tries to answer a similar question in the case of foreign exchange market. 
He suspects central bank intervention may be one of these "events" and thus studies 
the price series again with the date of intervention removed. Returns to the dynamic 
trading strategy from t to t -f 1 are examined conditional on the intervention series 
being zero on 亡 + 1. I follow his idea in this section and remove the date of "events" 
occurrence. 
In fact, central bank intervention is justified as one of these "events" in the foreign 
exchange market. After removing periods in which the central bank is active, LeBaron 
(1999) finds out that exchange rate predictability of the trading rule is dramatically 
reduced. Resembling the intervention in the foreign exchange market, share repurchase 
is one possible explanation for the profitability of trading rules in the stock market. 
Following the idea of LeBaron (1999), tests in Section 5 on the trading rule profit are 
repeated in this section with the share repurchase dates removed. For CLP (Holdings) 
Ltd (0002), Table 13 reports statistics on the trading rules profit that are similar to 
Table 6 but returns of the dates on which the company repurchases its stock are excluded 
in its calculation. 
My investment strategy here still follows the moving average rules stated in Section 
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5.1 but excludes share repurchase dates. This exercise corresponds to the following 
scenario. After comparing today's nearly closing stock price Pt and the average price 
on previous M dates, the buy or sell signal st is generated. If the share of a company is 
repurchased on date to, I ignore the signal st and offset my original position immediately 
before the close of market: if I am holding stock, I sell the shares I have at Pt； if I am 
shorting stock, I buy the shares I owe at Pt. I neither take a long position nor a short 
position of the stock from the end of date to to the end of date 亡o + 1. The return 
generated by the original position taken on date to is transpired. However, I still use 
the price on date to when I determine the trading strategy thereafter, i.e. Pt is included 
in the computation of moving average mai if date to is within the period from date i-m 
to date i - 1. Therefore, the trading signals of the price series used in Table 13 do not 
differ from that previously used in Table 6，only the returns on share repurchase dates 
are eliminated. 
7.2 Result of Individual Stock 
The result of CLP (Holdings) Ltd (0002) suggests that there is a change in trading 
rule profit when share repurchase dates are removed. Comparing Table 13 with Table 
6 that using the whole return series, standard deviations are almost the same as before 
but the means increase for all trading rules with different window size after the removal 
of 34 share repurchase dates. Consequently, t-ratio and Sharpe ratio show an increase 
for all moving averages applied on CLP (Holdings) Ltd (0002). The nearly unchanged 
standard deviations imply that the risk borne by investors in terms of variability of daily 
returns is the same as before. Nevertheless, the higher mean of daily returns indicates 
greater profit of trading rules with consideration of share repurchase. The unchanged 
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standard deviation and higher mean contribute a higher Sharpe ratio, revealing that 
investors have a higher return per unit of risk. In short, the trading rules are more 
profitable if share repurchase dates are removed. This finding is just the opposite of 
LeBaron ( 1 9 9 9 ) , 
In addition to Sharpe ratio, the p-value is another important statistic. Their changes 
are not in the same direction for all window size of moving averages. The p-value of 
the moving average rules with M = 20 and M = 90 are larger but the p-value for 
other window sizes are smaller. Moreover, the changes in p-value are so small that 
they are insufficient to alter the significance of the means: if a moving average rule 
achieves the mean return that is significantly different from zero under the criterion of 
p-value smaller than 0.05, its mean return will be still significant with share repurchase 
dates removed, vice versa. One possible reason for such a slight change in p-value is 
the shorter share repurchase series used. Because the share repurchase series are much 
shorter than the price series, only 34 dates within the period of 1 January 1993 to 
31 August 2000 are eliminated. Nevertheless, upon the increase in mean returns and 
Sharpe ratio but not change in standard deviation, we can say that the share repurchase 
in the case of CLP (Holdings) Ltd lessens the profit and reward-to-variability ratio of 
trading rule. 
7.3 Overall Results for 10 Stocks Tested 
In this section, we are going to see the effect of share repurchase dates removal on 10 
stocks, which are listed in Table 4. There are two criteria in selecting these stocks. 
LeBaron (1999)，the Shaxpe ratio decreases from 0.718 to 0.185 when the dates of central bank 
intervention are removed from the daily German Mark series. It decreases from 0.958 to 0.434 in the 
case of Japanese Yen. 
44 
Firstly, they are Hang Seng Index constituent stock. This ensures their importance in 
Hong Kong market in terms of value of equity and volume of turnover. Secondly, they 
have more than 30 share repurchase dates from 1 January 1993 to 31 August 2000. This 
ensures that they are active in repurchasing their shares. For the sake of comparison, 
the mean, standard deviation, Sharpe ratio and p-value are presented again in Table 
105 to 111 according to the window size of moving average. Table 14 summarizes these 
results. 
Our results contrast that of LeBaron (1999), who finds out that Sharpe ratio of trad-
ing rule decreases dramatically and p-value increases after removing periods in which 
the central bank is active. These two evidences reported by LeBaron (1999) lead to 
his conclusion that exchange rate predictability of trading rule is reduced with inter-
vention dates removed. Central bank is believed to “lean against the wind". If similar 
conclusion could be drawn in the case of stock market, i.e. predictability of trading 
rule on stock price is reduced with share repurchase dates removed, statistics would 
change in the same directions as that in LeBaron (1999) after share repurchase dates 
removed: Sharpe ratio decreases and p-value increases. Therefore, the items in above 
table are listed as changes of the statistics are favorable to this expected conclusion. 
The more the stocks fall into the items, the more possible the stock repurchase dates 
removal reduce trading rule profit. 
The first and second rows in Table 14 show out of the 10 stocks examined in this 
section, the number of stocks whose mean and standard deviation of returns change in 
the directions favorable^® to my expected conclusion. For all moving averages, about 
26Remember that Sharpe ratio depends on mean and standard deviation. Smaller mean or larger 
standard deviation leads smaller Sharpe ratio, which is favorable to m y expected conclusion 
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four of the ten stocks have smaller means and about two of them have larger standard 
deviation when share repurchase dates are removed. The percentage changes in means 
are much larger than that in standard deviation. Detailed comparisons can be found in 
Table 105. Therefore, the effect of change in mean dominates in the change of Sharpe 
ratio. 
The second section of Table 14, begins by the row "Trading rule is profitable (p-
value< 0.05)，，describes the changes in Sharpe ratio and p-value among the stocks 
having significant returns with original price series. Less than half of their Sharpe ratio 
decreases after the removal and just one or two of them have an increase in p-values. 
The increases in p-values are so small that the returns are still significantly different 
from zero with share repurchase dates removed. Detailed comparisons can be found in 
Table 105. Thus, we cannot conclude that the consideration of share repurchase dates 
improves or deteriorates the profit of moving average with specific window size. 
The last section of Table 14, begins by the row "Trading rule is not profitable 
(p-value> 0.05)" describes the changes in Sharpe ratio and p-value among the stocks 
having insignificant returns with original price series. About half of their Sharpe ratio 
decreases after the removal. With insignificant returns, the share repurchase further 
depresses the returns or inducing larger losses by trading rules. Only one or two of them 
show an increase in p-value for M = 10，M = 250 and M = 50 but four or five show an 
increase in p-value that for M = 90, M = 150 and M 二 200. Even p-values decrease 
in some cases, the difference is so small that the share repurchase information does 
raise the returns, but it is still not significantly different from zero with any reasonable 
significant level. 
By comparing the two most important statistics — Sharpe ratio and p-value — 
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in Table 14，the effect of share repurchase on the profit of trading rule cannot be 
determined. Consistent with the result of test on trading rule profitability in Section 
5.3, most of them induce significant returns under the moving averages with M 二 10, 
M = 20 and M = 50 while few of them induce significant returns with M = 90, 
M = 150 and M = 200. However, under all of these moving averages, Sharpe ratio and 
p-value of these 10 stocks do not show a dominant direction of change after removing 
the share repurchase dates. Investors may gain more returns per unit of risk from 
some of the stocks by not trading on the share repurchase dates, but they may gain 
less or even lose from other stocks by the same tactic. In other words, though share 
repurchase information can be considered in addition to moving average strategies, we 
are uncertain about how the information would alter the trading rule profit and thus 
are not able to make use of it to pump up the profit. 
7.4 Removing Repurchase Dates of 28 Non-HSI Constituent Stocks 
We are uncertain about how repurchase information would alter the trading rule profit 
from the 10 Hang Seng Index constituent stocks in the last section. Is it because only 
10 stocks are tested in my sample? Or is it because these 10 stocks repurchase too little 
so that the result is not obvious? Therefore, I repeat the exercise of removing share 
repurchase dates for 28 non-HSI stocks. 
There are two criteria in selecting these 28 stocks. Firstly, their price histories must 
be longer than ten years.^^ Secondly, they must have more than 40 repurchase dates 
from 1 January 1993 to 31 August 2000.28 Like the Hang Seng Index constituent stocks 
use the same criterion in selecting the Hang Seng Index constituent stocks that are included in 
m y study in Section 5. 
28lt is the period covered by the Daily Share Repurchase Report. 
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studied, the daily stock prices of these 28 stocks are obtained from the Datastream 
International and the share repurchase data are acquired from Daily Share Repurchase 
Reports. The 28 stocks are listed in Table 15. 
Summary statistics for the log first differences of these 28 daily stock price series 
are given in Table 16. Only half of them have small and positive means. The standard 
deviations range from 0.0223 to 0.0868. About half of them are negatively and fairly 
skewed. The serial correlation is weak. Nearly all autocorrelation coefficients—ACF(l) 
to ACF(5)—are less than 0.05 in absolute value with only few exceptions. All stocks 
show tremendous two-digit to three-digit kurtosis. The distributions of these 28 non-
HSI constituent stocks' returns are akin to that of the 25 Hang Seng Index constituent 
stocks and the other stock markets. Thus, it is suitable to apply the same testing 
procedure to these 28 non-HSI constituent stocks. 
The 28 stock price series are plotted along with their amount of stock repurchased 
respectively from Figure 13 to Figure 40. Their movement of stock price and the timing 
of repurchase activity have similar features as the 10 Hang Seng Index constituent stocks 
in Figure 3 to Figure 12: repurchasing activities took place when the stock prices were 
at troughs or declining from preceding peaks, repurchasing activities clustered within 
a short time period, stock prices seemed to go up after a repurchase. Their "clusters" 
of activities are as obvious as that of the 10 Hang Seng Index constituent stocks. It 
is also uncertain whether share repurchase drives up the stock price or the company 
might have chosen to conduct repurchase when it foresees the stock price would stop 
slumping and reverse to an up trend soon. 
The repurchasing activities of these 28 non-HSI constituent stocks are further sum-
marized in Table 17. The unconditional means of number of shares repurchased are 
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around 22 thousands, which is roughly the same as that of the 10 Hang Seng Index 
stock described in section 4.4.29 However, conditional on the occurrence of repurchase 
activities, the average number of share repurchased of these 28 non-HSI constituent 
stocks are about 450 thousands, only half of the same figure for the 10 Hang Seng 
Index constituent stocks. Prob 1 in Table 17, which shows the fraction of days that the 
company repurchases share, is less than 5% on average. This means companies seldom 
repurchase their shares. The table also estimates Markov transition probabilities from 
no share repurchase to share repurchase, Prob 2, and probabilities from share repur-
chase to share repurchase, Prob 3. Prob 2 is much smaller than Prob 1 while Prob 3 is 
mucli larger than Prob 1. This Markov probability confirms our eye-balling observation 
that companies mostly repurchase on successive days. If a company repurchases share 
today, it will be very likely to repurchase again tomorrow. The result also reveals that 
the repurchasing probability behavior of these 28 non-HSI constituent stocks is very 
similar to that of the 10 Hang Seng Index constituent stocks. 
The process of removing share repurchase dates is repeated for these 28 stocks. 
For the sake of comparison, the mean, standard deviation, Sharpe ratio and p-value 
before and after removing the share repurchase dates are presented in Table 112 to 
Table 118 according to the window size of moving averages. Table 18 summarizes these 
results and compares the two most important statistics, Sharpe ratio and p-value, which 
represents risk-adjusted return and possibility of returns coming from a random walk 
model respectively. The effect of share repurchase on the profit of trading rule cannot 
be determined, even these 28 stocks repurchase more frequently than the 10 Hang 
29piease refer to Table 5 for summaxy statistics of repurchasing activities of the 10 Hang Seng Index 
constituent stocks described in Section 4.4. 
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Seng Index constituent stocks tested in Section 7.3. Similar to Table 14，no dominant 
direction of change is shown in the Sharpe ratio and p-value in Table 18 after share 
repurchase dates are removed. Therefore, I am not able to make use of the repurchasing 
information to increase the trading rule profit. 
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8 Further discussion 
LeBaron (1999) finds that central bank intervention may be a source of trading rule 
profit in the foreign exchange market. After removing the dates at which central bank is 
active in the market, the profitability of trading rules reduces dramatically, with lower 
Sharpe ratio and larger p-value. Because share repurchase in stock market resembles 
central bank intervention in foreign exchange market, I suspect that share repurchase 
may be a source of trading rule profit in the stock market, too. This is in fact one 
of the main idea of my paper. Yet, from the total 38 stocks tested, I am not able to 
conclude whether the share repurchase makes the trading rules more or less profitable. 
In this section, I try to discuss the possible factors that may account for the different 
impacts of central bank intervention and share repurchase on trading rule profits. 
8.1 Basic differences in market structure 
The natures of the two markets are not the same. In foreign exchange market, we are 
always exchanging a currency for another. For example, selling German Mark for US 
dollar is equivalent to buying US dollar by German Mark. Depreciation of German 
Mark benefits its sellers because it increases the value of US dollar held by German 
Marks' sellers. Conversely, selling a stock does not mean its sellers must gain if the 
stock price goes down. It is because sellers may hold cash without short selling the 
stock.30 Taking a cash position will yield a return equal to the risk-free interest rate, 
which is not affected by all movement of stock price. If the sellers want to gain from 
a decline of stock price, they have to short the stock. Therefore, without the short-
^°Though in m y paper, I assume that investors can take either a long or a short position of stocks, 
the investors can have cash position in real life. 
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sale assumption, the profitability from the foreign exchange market and stock market 
would be different. In fact, short selling in Hong Kong is confined to large institutional 
investors onlySi and in general, the cost of short selling would be higher than that of 
buying stocks.32 
In addition, the factors affecting the stock price are different from that affecting 
the foreign exchange rate. Dividend, corporate earnings, operating leverage, financial 
leverage and prospects of the industry determine the stock price while interest rate, 
inflation rate, balance of payment, macro economic policies determine the foreign ex-
change rate. Though both markets involve investment on assets, they are different in 
many ways. Therefore, even share repurchase resembles central bank intervention, it 
may not have the same influence on the market. 
8.2 Difference between central bank intervention and share repur-
chase 
Though share repurchase in the stock market is similar to central bank intervention in 
the foreign exchange market, they are different in some aspects. First of all, central 
bank intervention involves buy or sell of foreign currencies^^ while share repurchase 
is in single direction only: repurchase reduces number of shares in circulation. Thus, 
repurchase will likely increase in the value of the remaining shares in circulation in terms 
of earnings and net asset value per share. Supply of the stock is reduced but demand is 
31 Please refer to the appendix for the effect of short selling assumption on the trading rule profits. 
32Most brokerage houses short sell stock for their customers only if they have deposits more than 
the market value of stock short sold. That means, if I want to buy one dollar stock, I need one dollar 
deposit in m y account; if I want to short sell one dollar stock, I need more than one dollar deposit in 
m y account. Moreover, brokerages houses do not short sell stock for their customers unless the amount 
is huge enough. 
33When LeBaron (1999) takes out the intervention dates, he makes no distinction on whether the 
intervention is a buy or a sell of the U S dollar. 
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increased by the injection of new funds into the market from the repurchasing company. 
Conversely, the supply and demand of foreign currency can be altered in both directions 
by central bank intervention in the foreign exchange market. Also, intervention amounts 
to only a tiny volume of foreign exchange trading but the repurchase amount can be 
more substantial relative to the trading volume of the stock. 
8.2.1 Motivation of central bank intervention 
The most important difference between share repurchase and central bank intervention 
is probably the motivation of these actions. Central banks have goals beyond prof-
itability and may intervene to achieve desired outcomes even at the cost of intervention 
losses. There is considerable evidence showing that central banks do respond to devi-
ations of the spot rate from some target level and to exchange rate volatility.^^ It is 
believed that central banks intervene in order to bring the exchange rate closer to a 
perceived trend and to reduce any upsurge in volatility. Whether central banks lose 
in the intervention is controversial in l i t e r a t u r e . 3 5 The evidence from LeBaron (1999) 
supports that speculators can take advantage of the central bank intervention in the 
foreign exchange market by using suitable technical trading rules. 
8.2.2 Motivation of share repurchase 
However, the motivation of share repurchase is different from that of the central bank 
intervention. As discussed in Section 2.3.2, there are four hypotheses in explaining the 
reasons of share repurchase: information or signalling hypothesis, dividend or personal 
34See Almekinders and Eijffingers (1994), Almekinders and Eijffingers (1996) and Dominguez (1998) 
for discussion on motivation of central bank intervention. 
35See Sweenery (1997) and Leahy (1995) for studies on the gain or loss of central bank on intervention. 
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taxation hypothesis, leverage hypothesis and bondholder expropriation hypothesis. Not 
all of them are applicable to Hong Kong stock market, though, dividend or personal 
taxation hypothesis views share repurchase as an alternative to a dividend payment. 
The former is more desirable due to lower tax rate on capital gains than income under 
the hypothesis. Such logic is irrelevant to share repurchase in Hong Kong given the 
absence of both capital gains and income taxes on returns from financial assets. 
Leverage hypothesis states that share repurchase reduces the company's weighted 
average cost of capital. This makes the hurdle rate for evaluation of investment returns 
lower and managers easier to achieve good performance. Moreover, under the hypoth-
esis, the tax-deductibility of interest payment increases the firm value if repurchase is 
financed by an issue of debt. Nevertheless, open market repurchase in Hong Kong is 
confined to 10% of the shares within any financial year and 25% of previous calendar 
month's trading volume in a calendar month. Because the leverage of a firm stays the 
same unless a large amount of share is repurchased, this hypothesis is unable to explain 
the motivation of share repurchase in Hong Kong. Bondholder expropriation hypothesis 
asserts that company repurchase shares in order to transfer wealth from bondholders 
to stockholders. It is also not very relevant because the indenture of bond should be 
sufficient in protecting the benefit of bondholder. 
Information or signaling hypothesis is probably the soundest explanation among 
the four h y p o t h e s e s . 3 6 The company repurchases its share aiming to convince investors 
that the action is motivated by the shares being cheap. In fact, investors may perceive 
36Vermaelen (1981) suggests that although it is impossible to exclude the existence of small tax or 
expropriation effects, the information hypothesis seems to explain the abnormal returns after share 
repurchase to a large extent. Oyon, Maxkides and Ittner (1994) suggests that share repurchase also 
signal favourable information about corporate earnings prospects. For explanation on share repurchase 
other than the four hypotheses mentioned here, please refer to section 2. 
54 
the signals in many ways. On the positive side, investors believe that share repurchase 
signals favourable information about corporate earnings prospects. Because directors 
with favourable earnings expectations realize that the company is undervalued. The 
underlying share prices will rise once the information is released and thus share repur-
chases can be carried out at lower cost by scheduling them prior to disclosures of this 
information. Stronger sentiment to future earnings is conveyed if the share repurchase 
is larger in size and the company offers to repurchase at a substantial premium above 
the market price. On the negative side, investors believe that share repurchase is a 
way for cash-rich company to unload excess working capital. They may feel that man-
agers want to conceal a cashflow problem by share repurchase or the company may lack 
growth opportunities and profitable use of cashflow. 
Thus, information or signaling hypothesis does not conclude what direction the stock 
price goes after share repurchase. It depends on how investors perceive the information 
conveyed. This hypothesis is consistent with our result that share repurchase does not 
have a dominant effect on the profitability of trading rules. Because investors perceive 
share repurchase as positive or negative signal case by case, it is impossible to make 
use of share repurchase information to increase trading rule profits. 
Some may interpret the result of LeBaron (1999) as saying the foreign exchange 
markets are basically efficient, except for periods during which the central bank arrives 
who may have objectives far from making money in the foreign exchange market, like 
exchange rate stability. Contrasting to the stock market, a firm itself has much more 
of its own economic interests at stake when it is doing a repurchase. A firm may regard 
share repurchase as an investment of the company and may repurchase when it expects 
increase in its stock price. In this sense, share repurchase is motivated by profit, same as 
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other market participants who want to make money in the stock market. The study of 
Brockman and Chung (2001) suggests that managers in Hong Kong companies exhibit 
substantial timing ability in open market share repurchases. They make use of private 
information to buy back shares at the lowest cost possible. Therefore, removing periods 
of share repurchase does not definitely decrease the profitability of trading rules in Hong 
Kong because inefficiency in the stock market is not caused by share repurchase. 
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9 Conclusion 
Technical analysis is the study of market action for forecasting future price trends. It is 
believed that anything that can possibly affect the price is actually reflected in the price 
of that market. Some investors solely rely on technical trading rules in making their buy 
or sell decisions while most of them use the trading rules in addition to fundamental 
and portfolio analyses. There is no doubt that technical trading rules have increasing 
importance and popularity among investors. The wide use of trading rules suggests 
that they must be profitable. However, profitability of the technical trading rules is a 
possible argument against efficient market, which traditionally, economists believe in. 
Thus, it is worthy to study the profitability of technical trading rules. 
Whether trading rules succeed in making profit draws recent attention in the aca-
demic field. The results are diverse and depend on the market and type of trading rules 
under study. Though Hong Kong has the second largest stock market in Asia, only a 
few studies focus on it. The first objective of my paper is to test the profitability of 
moving average rules 一 one of the simplest and most popular technical trading rules 
— o n Hong Kong individual stocks, which has not been tested before. 
In addition to the profitability of trading rules, I attempt to identify the source 
of such profit. LeBaron (1999) finds that central bank intervention may be a source 
of such profit in the foreign exchange market. In my view, share repurchase in stock 
market resembles central bank intervention in foreign exchange market. The second 
objective of my paper is to test whether share repurchase is a source of trading rule 
profit in Hong Kong stock market by following the idea in LeBaron (1999). 
For the first objective, I apply 10-day, 20-day, 50-day, 90-day, 150-day, 200-day and 
57 
250-day moving averages^"^ on 25 Hang Seng Index constituent stocks. Among these 
moving average rules, 20-day and 50-day are the most effective. Most of the Hang Seng 
Index constituent stocks exhibit significant profit when these two moving average rules 
are used as the trading strategy. The bootstrap test ensures that Hang Seng Index 
constituent stocks do not follow the random walk model nor the random walk with a 
drift model. This result provides a possible evidence against efficient market hypothesis 
in the case of Hong Kong stock market. 
To review the profitability of trading rules in the real world, I take into account 
the transaction cost. When 20-day or 50-day moving average rule is applied, most 
Hang Seng Index constituent stocks would have a better risk-adjusted returns than a 
typical buy-and-hold strategy of the US portfolio, even the transaction cost is 0.25% 
which most investors face in Hong Kong. Though the limitations on short-sell and its 
additional cost would affect the trading rule profit, transaction cost does not exhaust 
this profit in general. 
For the second objective, I follow the idea of LeBaron (1999): repeat the trad-
ing rule test with the share repurchase dates removed. In addition to 10 Hang Seng 
Index constituent stocks, I add 28 non-HSI constituent stocks in this test. In the 
study of LeBaron (1999), the change in Sharpe ratio and p-value, which represents the 
risk-adjusted return and the possibility of returns coming from a random walk model 
respectively, are consistent and suggest that central bank intervention may be a source 
of trading rule profit in the foreign exchange market. However, these two statistics of 
my sample of stocks do not show a dominant direction of change after share repurchase 
37For M-day moving averages, trading signals are generated by comparing current stock price with 
the average stock price of previous M day. I also use 5-day and 10-day moving averages in Section 5.4 
for comparison instead of current stock price but they do not improve the profitability of trading rules. 
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dates are removed. I cannot conclude the effect of share repurchase on trading rule 
profit by this test. 
There are two possible reasons for my finding of share repurchase. Firstly, though 
share repurchase in the stock market resembles central bank intervention in the foreign 
exchange market, they are different in many aspects. Therefore, the effect of share 
repurchase on trading rule profit is not exactly the same as that of central bank inter-
vention. Secondly, information or signaling hypothesis is the soundest explanation in 
the case of Hong Kong among hypotheses related to share repurchase. However, this 
hypothesis only suggests investors act on the signals they perceive from share repur-
chase, but does not conclude what direction the stock price goes after share repurchase. 
Therefore, even share repurchase does affect trading rule profit, the ways in which it 
affects the stock prices or returns are different from case to case. 
Technical trading rules are developing quickly and being investigated by increasing 
number of market participants. Besides simple moving average rules, many chart-based 
technical analyses are invented and referred by investors: head-and-shoulders, double 
tops, broadening bottoms etc. The profitability of these new rules is also worthy to 
study in the future. 
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Table 1: Share repurchase activity in Hong Kong: 1993 to 1998 
Year Value of share Equities funds % of share repurchase  
repurchase raised to funds raised 
1993 1415 90005 L57 
1994 2230 51861 4.30 
1995 1071 39202 2.73 
1996 1011 100018 1.01 
1997 6960 247577 2.81 
1998 2950 38257 7 J 1  
Notes: “ 
1. Value of share repurchase and Equities fund raised are in HK$ million. 
2. Value of share repurchase are quoted from McGuiimess (1999) and equities funds 
raised are provided in SEHK (1999). 
Table 2: List of 25 Hang Seng Index constituent stocks being studied in this paper 
"Company (stock code) Start date No. of obs 
Cheung Kong (Holdings) (0001) 1 Jan 1973 6 ^ 2 
CLP (Holdings) Ltd (0002) 1 Jan 1973 6833 
Hong Kong k China Gas (0003) 1 Jan 1973 6829 
Wharf (Holdings) Ltd (0004) 1 Jan 1973 6835 
HSBC Holdings pic (0005) 1 Jan 1973 6827 
Hong Kong Electric Holdings Ltd (0006) 1 Jan 1973 6834 
Hang Lung Development Company Ltd (0010) 1 Jan 1973 6836 
Hang Seng Bank Ltd (0011) 1 Jan 1973 6834 
Henderson Land Development Company Ltd (0012) 23 July 1981 4711 
Hutchison Whampoa Ltd (0013) 1 Jan 1973 6830 
Hysan Development Comapny Ltd (0014) 18 Sept 1981 4691 
Sun Hung Kai Properties Ltd (0016) 1 Jan 1973 6829 
New World Development Company Ltd (0017) 1 Jan 1973 6835 
Swire Pacific Ltd A (0019) 1 Jan 1973 6833 
Wheelock and Company Ltd (0020) 1 Jan 1973 6835 
Bank of East Asia Ltd (0023) 1 Jan 1973 6824 
Sino Land Company Ltd (0083) 8 Apr 1981 4796 
Henderson Investment Ltd (0097) 1 Jan 1973 6807 
Amoy Properties Ltd (0101) 3 Jan 1983 4369 
First Pacific Co Ltd (0142) 21 June 1982 4422 
Johnson Electric Holdings Ltd (0179) 11 July 1984 3946 
CITIC Pacific Ltd (0267) 1 June 1988 3020 
China Resources Enterprise Ltd (0291) 1 June 1988 2690 
Cathay Pacific Airways Ltd (0293) 15 May 1986 3539 
Television Broadcast Ltd (0511) 23 Nov 1988 2845 
Notes: Non-transaction dates have already been excluded from the observation. 
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Table 3: Summary statistics for the log first differences of the 25 HSI constituent stocks 
stock mean std skew kurt ACF(l) ACF(2) ACF(3) ACF(4) ACF(5) 
0 0 0 1 0 . 0 7 7 2 . 9 8 3 - 0 . 3 1 7 15.893 0.057 -0.011 0.012 K m ^ 
0002 0.045 2.163 -0.675 25.028 0.019 -0.016 0.039 0.011 -0.030 
0003 0.072 3.218 -0.122 59.655 -0.242 0.102 -0.083 0.043 -0.061 
0004 0.031 2.979 0.037 16.776 0.046 -0.002 0.053 0.008 -0.042 
0005 0.060 2.050 1.740 73.694 -0.007 0.003 0.052 0.001 -0.010 
0006 0.047 2.382 0.645 19.775 -0.044 -0.015 0.028 0.005 -0.011 
0010 0.025 3.040 -1.906 38.457 0.034 -0.004 0.035 -0.006 0.032 
0011 0.064 2.092 -0.914 19.806 0.016 -0.012 0.056 0.013 0.002 
0012 0.051 2.939 -3.528 84.861 0.009 0.015 0.054 -0.021 0.014 
0013 0.059 2.985 -0.513 18.504 0.017 0.002 0.049 0.009 -0.017 
0014 0.020 2.860 -3.228 81.193 -0.056 -0.013 0.068 -0.008 -0.032 
0016 0.062 3.010 -1.193 25.788 0.024 0.008 0.037 0.009 -0.012 
0017 0.013 3.206 -0.602 24.594 0.049 -0.010 0.053 -0.004 -0.029 
0019 0.043 2.989 -0.420 27.526 0.053 -0.005 0.030 -0.012 -0.036 
0020 0.036 3.213 -1.611 35.472 -0.006 0.016 0.046 -0.001 -0.005 
0023 0.050 2.825 -1.215 227.273 0.045 0.002 0.018 -0.006 0.008 
0083 0.037 3.720 -3.379 78.105 0.013 -0.039 0.046 -0.018 0.030 
0097 0.040 3.532 -4.711 177.444 -0.002 0.002 0.027 -0.007 0.030 
0101 0.072 2.872 -1.704 42.432 -0.016 -0.036 0.023 -0.002 -0.026 
0142 0.020 3.472 -0.283 18.511 -0.002 -0.009 0.001 -0.005 0.023 
0179 0.144 5.104 40.288 2188.464 0.021 0.003 0.010 -0.011 0.007 
0267 0.082 2.707 0.204 10.596 0.032 -0.017 -0.022 -0.056 -0.015 
0291 0.105 4.296 1.122 42.670 0.146 0.031 -0.002 0.068 -0.037 
0293 0.029 2.402 -0.971 22.307 -0.027 -0.053 0.026 -0.061 0.001 
0511 0.044 2.593 -0.284 13.791 0.041 -0.034 -0.031 -0.074 -0.067 
Notes: ~ ~ “ ~ 
1. The mean and std column show mean of log first differences of price series mul-
tiplied by 100 and their standard deviations multiplied by 100 respectively. 
2. For reference, the skewness and kurtosis of a normal distribution are zero and 
three respectively. Returns of most stock markets are negatively, fairly skewed and 
leptokurtic. Please refer to Ito (1999), Hudson, Dempsey and Keasey (1996) and 
Brock, Lakonishok and LeBaron (1992) for comparison. The 25 HSI constituent 
stocks above exhibit similar features. 
3. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 4: List of 10 Hang Seng Index constituent stocks being studied for repurchasing 
activities 
-Company (stock code) Number of repurchase date 
CLP (Holdings) Ltd (0002) M 
Hong Kong & China Gas (0003) 101 
Hang Lung Development Company Ltd (0010) 64 
Hang Seng Bank Ltd (0011) 32 
Hysan Development Comapny Ltd (0014) 37 
New World Development Company Ltd (0017) 37 
Wheelock and Company Ltd (0020) 60 
Sino Land Company Ltd (0083) 100 
Amoy Properties Ltd (0101) 52 
Cathay Pacific Airways Ltd (0293) ^  
Notes: The repurchasing date includes date of open market repurchase only. In fact, 
only one off-market repurchase took place among the Hang Seng Index constituent 
stocks. It was CLP (Holdings) Ltd repurchasing 367 million of its share off-market on 
12 Oct 1999. 
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Table 5: Summary statistics of repurchasing activities 
Stock Obs Turnover % Equity % Mean Con Mean Prob 1 Prob 2 Prob 3 
0002 U L44 0.0471 20.99 1171.10 0 . 0 1 7 9 O i O O M 0 . 7 0 5 9 
0003 101 0.74 0.0056 45.75 867.93 0.0527 0.0139 0.7500 
0010 64 1.42 0.0073 13.40 397.08 0.0337 0.0142 0.5938 
0011 32 0.69 0.0022 10.36 614.33 0.0169 0.0021 0.8750 
0014 37 1.59 0.0162 9.50 487.22 0.0195 0.0102 0.4865 
0017 37 0.97 0.0478 19.85 1017.59 0.0195 0.0005 0.9730 
0020 60 1.32 0.0037 20.24 639.87 0.0316 0.0103 0.6833 
0083 100 1.00 0.0034 52.20 990.20 0.0527 0.0189 0.6600 
0101 52 0.67 0.0019 22.60 824.52 0.0274 0.0087 0.6923 
0293 48 1.42 0.0008 35.76 1413.31 0.0253 0.0114 0.5625 
Average 56.4 1.13 0.0136 25.07 842.32 0.0297 0.0096 0.6982 
Notes: — “ ^ 
1. Obs is the number of observation for the stock. It also means the number of dates 
that the company repurchases its stock within 1 January 1993 to 31 August 2000. 
2. The column labelled Turnover % measures how large the share repurchase amount 
on one repurchase date with respect to previous month turnover of the stock on 
average. 
3. Equity % measures how large the share repurchase amount on one repurchase 
date with respect to the issued share capital. 
4. Mean is the unconditional mean of number of shares (in thousands) repurchased 
daily. Con Mean is the number of share (in thousands) repurchased daily, condi-
tional on the share repurchase occurring. 
5. Prob 1 is the fraction of days that company repurchases its stock. Prob 2 is the 
estimated Markov transition probability from no repurchase to repurchase. Prob 
3 is the probability that the company continues its repurchase activity. 
6. For company name of stocks, please refer to the corresponding stock codes in 
Table 2 
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Table 6: Trading rule tests — CLP (Holdings) Ltd (0002) 
m obs mean std t-Ratio sharpe fraction p-value 
10 6 8 2 2 0 . 6 6 0 0 0 . 0 2 1 5 2 . 5 3 0 1 0 . 4 8 6 3 O l ^ 0.008 
20 6812 0.6548 0.0215 2.5080 0.4824 0.1166 0.008 
50 6782 0.2919 0.0213 1.1270 0.2172 0.0669 0.186 
90 6742 -0.0658 0.0208 -0.2601 -0.0503 0.0512 0.696 
150 6682 0.0253 0.0206 0.1005 0.0195 0.0465 0.584 
200 6632 0.1872 0.0206 0.7418 0.1446 0.0315 0.366 
250 6582 -0.0415 0.0205 -0.1641 -0.0321 0.0284 0.700 
Notes: 
1. Obs is the number of observation for the stock. 
2. The column mean is equal to the mean of daily returns multiplied by 1000. The 
column std is the standard deviation of daily returns. 
3. The t-Ratio tests whether the mean returns are zero, assuming the mean returns 
are normally distributed. 
4. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
5. Fraction represents the fraction of days on which a switch of buy and sell signal 
takes place and investors need to trade in the market. 
6. The column p-value reports the fraction of bootstrapped simulations generating 
an average return larger than that of the orginal stock price series. Smaller the 
p-value is, larger the possibility that the stock price series does not follow the 
random walk model. 
7. For company name of stocks, please refer to the corresponding stock codes in 
Table 2 
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Table 7: Summary of moving average profitability for 25 HSI constituent stocks tested 
Window size (M, N) No. of stocks p < 0.05 Percent among 25 stocks 
(10, 1) 16 M 
(20, 1) 17 68 
(50, 1) 17 68 
(90, 1) 11 44 
(150, 1) 2 8 
(200, 1) 1 4 
(250, 1) 3 12 
(20, 5) 16 64 
(50, 5) 13 52 
(90, 5) 9 36 
(150，5) 1 4 
(200, 5) 2 8 
(250, 5) 0 0 
(20, 10) 10 40 
(50, 10) 11 44 
(90, 10) 5 20 
(150, 10) 1 4 
(200, 10) 0 0 
(250, 10) 0 0 
Notes: — 
1. The column No. of stocks p < 0.05 shows the number of stocks whose mean 
returns are significantly different from zero under the criterion that p < 0.05 for 
moving averages with different window size. 
2. The percent among 25 stocks indicate percentage of 25 stocks whose mean returns 
are significantly different from zero. 
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Table 8: One-year return experiments — CLP (Holdings) Ltd (0002) 
zero cost returns sharpe ratios for varying costs 
m" mean std. max min 0% 0.05% 0.1% 0.25% 
" T o 0 . 1 6 4 4 0 . 3 3 5 5 1 . 4 9 5 6 - 0 . 7 2 5 1 0 . 4 9 0 1 0 . 4 2 5 5 0 3 6 1 6 0 . 1 7 3 8 
20 0.1571 0.2727 1.4175 -0.3880 0.5759 0.5193 0.4633 0.2986 
50 0.0733 0.2809 0.8889 -0.8689 0.2609 0.2285 0.1966 0.1028 
90 -0.0022 0.2960 0.7068 -0.9471 -0.0076 -0.0292 -0.0504 -0.1117 
150 0.0191 0.3119 0.9726 -0.8365 0.0612 0.0429 0.0248 -0.0276 
200 0.0181 0.3122 1.0756 -0.6863 0.0579 0.0440 0.0303 -0.0094 
250 -0.0308 0.3354 0.6487 -0.8064 -0.0918 -0.1016 -0.1113 -0.1395 
Notes: 
1. The column m represents the window size of the moving average applied. 
2. The one-year return experiment is done by applying the moving average rules 
on 500 randomly one-year subperiods chosen from the data. Returns over that 
one-year period are summed and the mean, standard deviation, maximum and 
minimum of the 500 one-year returns with zero transaction cost are shown. 
3. Sharpe ratios for different transaction costs are presented in the columns titled 
with the corresponding rate of transaction costs. 
4. Sharpe ratio with zero transaction cost should be roughly the same as the Sharpe 
ratio in Table 61 to Table 67 for corresponding size of moving average. The 
difference is due to different method used in estimating the Sharpe ratio: in 
Table 61 to Table 67, Sharpe ratio is computed by average daily mean return and 
standard deviation of the whole price series while it is computed by mean and 
standard deviation of annual return among the 500 one-year subperiods. 
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Table 9: Summary of Sharpe ratio for 25 HSI constituent stocks with varying level 
of transaction cost: compared with buy and hold strategy of an aggregate US stock 
portfolio 
Window size M 
"transaction c o �1 0 20 50 90 150 200 250 
~0% 17 1 8 1 7 1 5 7 5 4 ~ 
0.05% 16 18 17 13 6 4 3 
0.1% 14 18 17 13 6 4 3 
0.25% 13 15 17 11 5 4 3 
Notes: 
1. The above figures show the number of stocks, among the 25 stocks tested, having 
Sharpe ratio larger than 0.4 under corresponding window size of moving average 
and level of transaction cost. 
2. As mentioned in LeBaron (1999), typical Sharpe ratio of the buy and hold strategy 
of an aggregate US stock portfolio is around 0.3 or 0.4. Also, according to Sharpe 
(1994), typical estimate of Sharpe Ratio in a developed market in annual term 
would be around 0.4. 
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Table 10: One-year return experiments — Buy and Hold Strategy 
stock mean std max min Sharpe 
0 0 0 1 0 . 2 1 7 1 0 . 5 0 2 3 1 . 3 4 4 9 -1 .84120 .4321 
0002 0.1017 0.3320 0.7176 -1.3593 0.3063 
0003 0.2220 0.3442 1.0986 -1.4663 0.6450 
0004 0.0493 0.5470 1.2798 -2.0554 0.0902 
0005 0.1631 0.3170 0.9985 -1.1987 0.5146 
0006 0.1373 0.2772 0.7932 -1.4518 0.4953 
0010 0.1004 0.5514 1.4720 -1.6166 0.1821 
0011 0.1408 0.4009 0.8935 -1.1774 0.3512 
0012 0.1542 0.4873 1.3794 -1.3295 0.3164 
0013 0.1793 0.4400 1.1499 -1.6765 0.4074 
0014 0.0688 0.4007 0.8855 -1.6869 0.1716 
0016 0.1669 0.5210 1.2763 -2.2687 0.3204 
0017 0.0513 0.5374 1.1386 -2.1899 0.0955 
0019 0.1062 0.4103 1.0166 -1.6077 0.2589 
0020 0.1105 0.5638 1.8315 -1.7177 0.1960 
0023 0.1244 0.4602 1.3200 -1.3956 0.2702 
0083 0.1406 0.5692 1.9292 -1.5175 0.2470 
0097 0.1142 0.5369 1.7918 -1.8295 0.2128 
0101 0.1348 0.3981 1.5362 -0.9000 0.3387 
0142 0.0761 0.5794 1.3933 -1.5150 0.1313 
0179 0.3387 0.8500 3.2834 -1.1812 0.3985 
0267 0.1883 0.5128 1.2528 -1.6490 0.3672 
0291 0.2107 0.7301 1.9512 -2.0484 0.2886 
0293 0.0846 0.2890 0.9470 -1.0165 0.2929 
0511 0.1232 0.4254 1.1499 -0.6810 0.2897 
Notes: The one-year return experiment is done by randomly choosing 500 one-year 
subperiods from the data. Returns over that one-year period are summed and the 
mean, standard deviation, maximum and minimum of the 500 one-year returns for the 
buy-and-hold strategy are shown. 
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Table 11: Summary of Sharpe ratio for 25 HSI constituent stocks with varying level of 
transaction cost: compared with buy and hold strategy of the stock itself 
Window size M 
"^ansac t ion c o ^ 10 20 50 90 150 200 250 
~0% 17 2 1 I s 1 7 1 3 9 
0.05% 17 21 18 16 13 9 11 
0.1% 17 18 18 15 10 9 10 
0.25% 14 14 17 14 9 8 10 
Notes: 
1. The above figures show the number of stocks, among the 25 stocks tested, having 
Sharpe ratio larger than that found by the buy and hold strategy of the stock 
itself, under corresponding window size of moving average and level of transaction 
cost. 
2. The Sharpe ratio of the buy and hold strategy is also found by the one year 
experiment. The exact sharpe ratio for each stocks can refer to Table 10. 
Table 12: Brokerage and fees in Hong Kong 
Brokerage Both buyer and seller pay a brokerage not less than 0.25 percent of 
the transaction value to their brokers. 
Transaction The Exchange charges a transaction levy of 0.011 percent of the 
levy amount of the consideration for each purchase or sale of securities. 
Trading A trading tariff of HK$ 0.5 is payable to the Exchange on each and 
tariff every purchase or sale transaction. 
Ad valorem It is levied on each transaction at a ratio of HK$ 1.25 for every 
stamp duty HK$ 1,000 or part thereof on the value of the transaction, on both 
buyer and seller. This stamp duty is reduced to HK$ 1.125 for every 
HK$ 1,000, effective from 7 April 2000. 
Transfer deed Independent of the quantity of shares traded, the Government levies 
stamp duty a transfer deed stamp duty of HK$ 5, payable by the seller on 
each new transfer deed. 
Transfer fee Independent of the quantity of shares traded, the registar of each 
listed company levies a transfer fee of HK$ 2.5 per share certificate 
from the buyer for each new certificate issued. 
Notes: 
1- The transaction cost of trading stocks comes mainly from the brokerage. There-
fore, the uppest level of transaction cost in the one-year experiment is 0.25 percent. 
It is believed that the cost for institutional investors is much lower than that. 
2. Information is obtained from SEEK (1999). Please refer to it for details. 
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Table 13: Trading rule tests (No share repurchase): CLP (Holdings) Ltd (0002) 
m obs mean std t-Ratio Sharpe trade fraction p-value 
10 6 7 8 8 0 . 6 7 7 8 0 . 0 2 1 5 2 . 5 9 8 1 0 . 5 0 0 6 0.1671 0.004 
20 6778 0.6606 0.0215 2.5295 0.4877 0.1167 0.014 
50 6748 0.3082 0.0213 1.1898 0.2299 0.0669 0.178 
90 6708 -0.0542 0.0207 -0.2142 -0.0415 0.0509 0.706 
150 6648 0.0375 0.0205 0.1489 0.0290 0.0459 0.524 
200 6598 0.2003 0.0205 0.7939 0.1552 0.0309 0.340 
250 6548 -0.0295 0.0204 -0.1166 -0.0229 0.0277 0.696 
Note^ 
1. The column mean is equal to the mean of daily returns multiplied by 1000. Please 
refer to notes of Table 6 for meaning of other items. 
2. The repurchasing date includes date of open market repurchase only. In fact, 
only one off-market repurchase took place among the Hang Seng Index constituent 
stocks. It was CLP (Holdings) Ltd repurchasing 367 million of its share off-market 
on 12 Oct 1999. 
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Table 14: Summary of moving average profitability after share repurchase dates are 
removed for 10 stocks tested 
Window size M 10 20 50 90 150 200 250 
No. of stocks 
Mean decrease 5 3 4 4 4 4 4 
Standard deviation increase 2 2 3 2 2 1 2 
Trading rule is profitable (p-value< 0.05) 6 7 5 4 1 1 2 
Sharpe ratio decrease 3 1 2 2 0 0 1 
p-value increase 1 2 2 2 0 0 0 
Sharpe ratio decreases and p-value increases 0 0 1 2 0 0 0 
Sharpe ratio increases and p-value decreases 2 4 2 2 1 1 0 
Trading rule is not profitable (p-value> 0 . 0 5 ) 4 3 5 6 9 9 8 
Sharpe ratio decrease 2 2 2 3 4 4 3 
p-value increase 1 1 2 5 4 5 5 
Sharpe ratio decreases and p-value increases 1 1 1 3 3 4 3 
Sharpe ratio increases and p-value decreases 2 1 2 1 4 4 3 
Notes: 
1. LeBaron (1999) finds out that Sharpe ratio of trading rule decreases dramatically 
and p-value increases after removing periods in which the central bank is active. 
If similar conclustion could be drawn in the case of stock market, statistics would 
change in the same direction as that in LeBaron (1999) after share repurchase 
dates are removed. The items in above table are thus listed as changes of the 
statistics are favourable to this expected conclusion. 
2. Among the 10 stocks tested, three stocks have p-values are larger than 0.05 for 
all moving averages applied: Hong Kong & China Gas (0003), Amoy Properties 
Ltd (0101) and Cathay Pacific Airways Ltd (0291). Except Hong Kong & China 
Gas (0003), the other two have p-values even larger than 0.1 for window size M. 
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Table 15: List of 28 frequent repurchasing stocks studied in this paper 
Company (stock code) Start date Dates of repurchase 
WellNet Holdings Limited ( 0024 ) 15 Sept 1983 m 
Chevalier International Holdings Ltd ( 0025 ) 25 Feb 1985 83 
Gold Peak Industries (Holdings) Ltd ( 0040 ) 2 July 1984 109 
Hongkong and Shanghai Hotels Ltd ( 0045 ) 1 Jan 1973 45 
Lee Hing Development Ltd ( 0068 ) 1 Jan 1973 112 
Regal Hotels International Holdings Ltd ( 0078 ) 10 June 1980 56 
U-Cyber Technology Holdings Limited ( 0091 ) 1 June 1988 55 
Asia Commercial Holdings Ltd. ( 0104 ) 1 June 1988 62 
Dickson Concepts (International) Ltd ( 0113 ) 4 Mar 1987 93 
Herald Holdings Limited ( 0114 ) 1 June 1988 103 
Asia Standard International Group Ltd ( 0129 ) 8 Mar 1991 186 
Hong Kong Construction (Holdings) Ltd. ( 0190 ) 29 May 1987 47 
Nanyang Holdings Ltd ( 0212 ) 1 June 1988 179 
National Electronics Holdings Limited ( 0213 ) 4 Feb 1985 193 
Min Xin Holdings Limited ( 0222 ) 1 June 1988 95 
QPL International Holdings Limited ( 0243 ) 1 June 1988 64 
Tern Properties Company Ltd ( 0277 ) 4 Jan 1989 65 
Emperor (China Concept) Investments Ltd. ( 0296 ) 14 July 1988 77 
Cafe de Coral Holdings Ltd ( 0341 ) 17 July 1986 74 
YGM Trading Ltd ( 0375 ) 1 June 1988 93 
Mansion House Group Ltd ( 0376 ) 1 June 1988 50 
e2-Capital (Holdings) Limited ( 0378 ) 1 June 1988 53 
Pacific Concord Holding Ltd ( 0438 ) 1 June 1988 70 
Tristate Holdings Ltd ( 0458 ) 1 June 1988 54 
Starlight International Holdings Ltd ( 0485 ) 1 June 1988 170 
Tungtex (Holdings) Company Ltd. ( 0518 ) 14 Dec 1988 51 
Applied International Holdings Ltd. ( 0519 ) 16 Jan 1989 89 
Vision Century Corporation Limited ( 0535 ) 13 Oct 1989 116 
Notes: Non-transaction dates and dates with zero transaction have already been ex-
cluded from the observation. 
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Table 16: Summary statistics for the log first differences of the 28 non-HSI constituent 
stocks 
stock mean std skew kurt ACF(l) ACF(2) ACF(3) ACF(4) ACF(5) 
0 0 2 4 0 . 0 0 6 3 . 6 8 4 - 0 . 1 0 2 2 3 . 8 5 4 -0.056 -0.065 -0.005 0.026 0.018 
0025 -0.006 2.980 -1.696 41.173 -0.053 -0.027 0.007 -0.022 0.008 
0040 0.022 2.818 -1.764 30.367 0.034 0.027 0.010 0.000 -0.009 
0045 0.019 2.915 -0.927 26.599 -0.018 0.018 0.017 0.020 -0.001 
0068 -0.003 3.833 -0.595 34.582 -0.161 -0.018 -0.004 -0.003 0.023 
0078 -0.058 3.329 -1.085 20.854 -0.061 -0.004 0.032 -0.013 -0.005 
0091 0.025 5.615 4.018 81.327 0.075 0.025 0.021 0.005 -0.052 
0104 -0.166 8.678 -2.656 509.812 -0.318 0.002 -0.006 -0.007 0.018 
0113 -0.004 3.882 -6.727 204.621 -0.041 0.065 0.049 0.019 -0.001 
0114 -0.011 3.443 0.380 14.818 -0.024 -0.024 0.031 -0.045 0.014 
0129 -0.065 3.306 -0.192 13.881 -0.053 0.032 -0.005 -0.053 -0.011 
0190 -0.030 3.000 -0.774 21.948 0.073 -0.007 0.010 -0.003 0.092 
0212 -0.018 2.791 0.269 18.029 0.012 -0.001 0.004 -0.011 -0.082 
0213 -0.007 3.444 -0.948 17.862 -0.102 -0.005 0.011 -0.007 0.057 
0222 0.006 4.364 0.101 13.066 0.058 -0.057 0.029 0.027 0.018 
0243 0.043 4.124 0.106 14.581 0.120 0.021 -0.005 0.011 0.056 
0277 0.041 2.235 0.877 15.923 0.118 0.087 0.094 0.012 0.037 
0296 -0.054 6.347 0.061 15.240 -0.070 0.006 0.030 -0.040 0.028 
0341 0.025 2.673 -3.170 75.014 0.019 -0.030 0.038 -0.050 -0.025 
0375 0.080 3.036 0.440 11.988 0.126 0.067 0.012 -0.028 0.013 
0376 -0.040 4.619 0.006 14.200 0.102 0.033 0.039 0.020 -0.065 
0378 -0.117 5.442 0.782 21.601 0.098 0.030 -0.039 -0.045 -0.020 
0438 0.041 3.706 -0.158 15.788 0.060 0.022 0.052 -0.006 -0.013 
0458 -0.041 2.821 -2.142 37.004 0.038 -0.055 -0.039 0.013 0.033 
0485 0.015 4.749 0.200 7.639 -0.194 0.008 -0.010 0.016 -0.045 
0518 0.013 2.805 -0.488 30.252 0.012 -0.009 0.001 -0.006 -0.013 
0519 -0.048 4.424 1.597 34.616 -0.054 -0.019 0.033 -0.018 0.040 
0535 -0.011 4.529 3.434 50.816 0.123 0.017 0.018 0.021 -0.018 
Notes: 
1. The mean and std column show mean of log first differences of price series mul-
tiplied by 100 and their standard deviations multiplied by 100 respectively. 
2. For reference, the skewness and kurtosis of a normal distribution are zero and 
three respectively. Returns of most stock markets are negatively, fairly skewed 
and leptokurtic. Please refer to Ito (1999), Hudson, Dempsey and Keasey (1996) 
and Brock, Lakonishok and LeBaron (1992) for comparison. The 28 non-HSI 
constituent stocks above exhibit similar features. 
3. For company name of stocks, please refer to the corresponding stock codes in 
Table 15. 
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Table 17: Summary statistics of repurchasing activities — Non-HSI constituent stocks 
Stock Obs Mean Con Mean Prob 1 Prob 2 Prob 3 
0024 r ^ 3 7 . 7 1 380.53 0 . 0 9 9 1 0 . 0 4 4 5 0 . 5 9 5 7 
0025 81 14.94 349.88 0.0427 0.0182 0.5926 
0040 107 37.12 658.12 0.0564 0.0190 0.6822 
0045 45 8.99 379.09 0.0237 0.0065 0.7333 
0068 112 2.56 43.28 0.0590 0.0364 0.4196 
0078 55 71.94 2481.16 0.0290 0.0049 0.8364 
0091 55 2.65 91.35 0.0290 0.0168 0.4364 
0104 62 5.21 159.45 0.0327 0.0191 0.4355 
0113 88 15.04 324.23 0.0464 0.0210 0.5682 
0114 103 26.00 478.79 0.0543 0.0329 0.4272 
0129 186 56.48 576.04 0.0980 0.0362 0.6667 
0190 44 7.26 312.98 0.0232 0.0173 0.2727 
0212 176 4.02 43.35 0.0928 0.0471 0.5398 
0213 189 60.56 607.80 0.0996 0.0281 0.7460 
0222 95 24.72 493.71 0.0501 0.0194 0.6316 
0243 59 29.99 964.25 0.0311 0.0136 0.5763 
0277 43 2.75 121.49 0.0227 0.0194 0.1628 
0296 69 3.69 101.58 0.0364 0.0164 0.5652 
0341 72 10.76 283.42 0.0380 0.0159 0.5972 
0375 92 2.55 52.62 0.0485 0.0299 0.4130 
0376 48 2.78 109.71 0.0253 0.0162 0.3750 
0378 52 4.85 176.81 0.0274 0.0168 0.4038 
0438 67 44.51 1260.18 0.0353 0.0142 0.6119 
0458 53 1.46 52.13 0.0279 0.0184 0.3585 
0485 158 50.64 608.00 0.0833 0.0558 0.3861 
0518 50 10.33 391.88 0.0264 0.0179 0.3400 
0519 86 30.76 678.49 0.0453 0.0204 0.5698 
0535 114 31.78 528.82 0.0601 0.0213 0.6667 
91 21.50 453.90 0.0480 0.0230 0 . 5 2 1 ^ 
Notes: 
1. Obs is the number of observation for the stock. It also means the number of dates 
that the company repurchases its stock within 1 January 1993 to 31 August 2000. 
2. Mean is the unconditional mean of number of shares (in thousands) repurchased 
daily. Con Mean is the number of share (in thousands) repurchased daily, condi-
tional on the share repurchase occurring. 
3. Prob 1 is the fraction of days that company repurchases its stock. Prob 2 is the 
estimated Markov transition probability from no repurchase to repurchase. Prob 
3 is the probability that the company continues its repurchase activity. 
4. For company name of stocks, please refer to the corresponding stock codes in 
Table 15 
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Table 18: Summary of moving average profitability after share repurchase dates are 
removed for 28 non-HSI constituent stocks tested 
Window size M 10 20 50 90 150 200 250 
No. of stocks 
Mean decrease 1 5 1 2 1 4 1 6 1 3 U lo"" 
Standard deviation increase 13 11 14 13 13 13 14 
Trading rule is profitable (p-value< 0.05) 1 2 1 0 9 6 3 2 1 
Sharpe ratio decrease 6 3 3 1 0 0 0 
p-value increase 4 2 3 3 2 2 1 
Sharpe ratio decrease and p-value increase 3 2 2 1 0 0 0 
Sharpe ratio increase and p-value decrease 5 7 5 3 1 0 0 
Trading rule is profitable (p-value> 0.05) 1 6 1 8 1 9 ^ ^ ^ W ~ 
Sharpe ratio decrease 10 11 11 15 14 14 11 
p-value increase 10 11 10 14 14 14 11 
Sharpe ratio decrease and p-value increase 9 9 8 13 13 12 9 
Sharpe ratio increase and p-value decrease 5 5 6 6 10 10 14 
Notes: 
1. LeBaron (1999) finds out that Sharpe ratio of trading rule decreases dramatically 
and p-value increases after removing periods in which the central bank is active. 
If similar conclustion could be drawn in the case of stock market, statistics would 
change in the same direction as that in LeBaron (1999) after share repurchase 
dates are removed. The items in above table are thus listed as changes of the 
statistics are favourable to this expected conclusion. 
2. Among the 28 stocks tested, twelve stocks have p-values are larger than 0.05 for all 
moving averages applied. They are Chevalier International Holdings Ltd (0025), 
Gold Peak Industries (Holdings) Ltd (0040), U-Cyber Technology Holdings Lim-
ited (0091), Asia Commercial Holdings Ltd (0104), Asia Standard International 
Group Ltd (0129), National Electronics Holdings Limited (0213), Emperor (China 
Concept) Investments Ltd (0296), Cafe de Coral Holdings Ltd (0341), e2-Capital 
(Holdings) Limited (378), Tristate Holdings Ltd (0458), Starlight International 
Holdings Ltd (0485) and Tungtex (Holdings) Company Ltd (0518). 
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Figure 1: Stock price and 250-day moving average — HSBC Holdings pic (0005) 
Stook i>rloe anci 2SO-day moving average of MSBO (stock: oocies: 0005) 
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Figure 2: Example of stock price pattern that results high moving average return: 
imaginary case 
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Figure 4: Daily stock price and the shares repurchased — H o n g Kong k China Gas 
(0003) 
CI_P (Holdings) UtcJ <0002) 
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Note: The curve shows the daily closing stock price in HK dollar and the bar shows 
the number of share repurchased in millions. Non-transaction dates are excluded. This 
note is applied to all the following figures. 
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Figure 4: Daily stock price and the shares repurchased — Hong Kong k China Gas 
(0003) 
Hong Kong & Oh insi C3as (0003) 
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Figure 5: Daily stock price and the shares repurchased — Hang Lung Development 
Comapny Ltd (0010) 
Using L u n g D I o p m o nt Connpsiny Ltd (〇010) 
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Figure 6: Daily stock price and the shares repurchased 一 Hang Seng Bank Ltd (0011) 
FHsing Serng BsinK L_td (OO 1 1) 
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Figure 7: Daily stock price and the shares repurchased — Hysan Development Company 
Ltd (0014) 
H y s a n De^veHopmont C o m p a n y Ltd (0014) 
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Figure 8: Daily stock price and the shares repurchased — New World Company Ltd 
(0017) 
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Figure 9: Daily stock price and the shares repurchased — Wheelock and Company Ltd 
(0020) 
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Figure 10: Daily stock price and the shares repurchased — Sino Land Company Ltd 
(0083) 
Si n o L a n d C o m p a n y Ltd (OOS3) 
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Figure 11: Daily stock price and the shares repurchased — Amoy Properties Ltd (0101) 
Ar-noy Properties Ltd <0101 ) 
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Figure 12: Daily stock price and the shares repurchased — Cathay Pacific Airways Ltd 
(0291) 
Csithay F*sic=ifid Ltd (02©3) 
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Figure 13: Daily stock price and the shares repurchased 一 WellNet Holdings Limited 
(0024) 
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Figure 14: Daily stock price and the shares repurchased — Chevalier International 
Holdings Ltd (0025) 
Chevalier IntetrnstioneU ^Holdings UtcJ (002S) 
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Figure 15: Daily stock price and the shares repurchased — Gold Peak Industries (Hold-
ings) Ltd (0040)) 
Gold Peak Industries (Holdings) Ltd (0040) 
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Figure 16: Dai ly stock price and the shares repurchased — Hongkong and Shanghai 
Hotels L td (0045) 
H o n g k o n g a n d S h a n g h a i Hotels Ltcd (00-4S) 
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Figure 17: Daily stock price and the shares repurchased — Lee Hing Development Ltd 
(0068) 
L_oo Hing Do»volop>mcsnt Ltd (0068) 
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Figure 18: Dai ly stock price and the shares repurchased — Regal Hotels International 
Holdings L td (0078) 
RtergeU Hotetls I ntet rnsiti onsil hHoldings Ltcd (007©) 
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Figure 19: Daily stock price and the shares repurchased — U-Cyber Technology Hold-
ings Limited (0091) 
LJ-Ciyber "Technology Holdings L_i mit^d (0091) 
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Figure 20: Daily stock price and the shares repurchased — Asia Commercial Holdings 
Ltd (0104) 
Asia Commercial Holdings Ltd (0104) 
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Figure 21: Daily stock price and the shares repurchased — Dickson Concepts (Interna-
tional) Ltd (0113) 
Dickson C o n c e p t s ( I nternsiti onsil Holdings) Ltd (O 1 1 3) 
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Figure 22: Daily stock price and the shares repurchased — Herald Holdings Limited 
(0114) 
H e r a l d H o l d i n g s L i m i t e r c d ( 0 1 1 4 ) 
2.5 「 -J 3 
- 2 . 5 
L 飞 A I - s 
1 K I - . . . i 
i- h f 
J ^ - J I s 
� . 5 - i l l i M , i L o . . 
C - ^ %-£-：> C - O r o o oj^  ) <17> 
Figure 23: Daily stock price and the shares repurchased — Asia Standard International 
Group Ltd (0129) 
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Figure 24: Daily stock price and the shares repurchased — Hong Kong Construction 
(Holdings) L td (0190) 
H o n g Koncp Construction (Holdings) Ltd (0190) 
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Figure 25: Daily stock price and the shares repurchased — Nanyang Holdings Ltd 
(0212) 
N a n y a n g Holdings Ltd (0212) 
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Figure 26: Daily stock price and the shares repurchased — National Electronics Hold-
ings Limited (0213) 
tSJanvanci Holdings Ltcd (0212) 
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Figure 27: Daily stock price and the shares repurchased — Min Xin Holdings Limited 
(0222) 
Min Sin Holdings Uimit^ cd (0222) 
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Figure 28: Daily stock price and the shares repurchased — QPL International Holdings 
Limited (0243) 
QF*l_ lnt:QrnEi1:i<=>nsil Holdings Limited (0243) 
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Figure 29: Daily stock price and the shares repurchased — Tern Properties Company 
Ltd (0277) 
"Tern P Oonn p>simy I—ted (OS'T^ "?') 
- II t K - 3 
、丨 1 
I ‘ V 
n i J l H / h - 2 t 
1 0 =3 h 厂 1 / "I 
I V " ， … * 
圣 I � … 
o-1 - I • 
I I 。力 
O � .J i I J U , � 
s? s? a? s? 
与 与 § 產 皇 
O a t o 
93 
Figure 30: Daily stock price and the shares repurchased — Emperor (China Concepts) 
Investments L td (0296) 
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Figure 31: Daily stock price and the shares repurchased — Cafe de Coral Holdigns Ltd 
(0341) 
d e Corsil Holdings Ltd (0341) 
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Figure 32: Daily stock price and the shares repurchased — Y G M Trading Ltd (0375) 
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Figure 33: Daily stock price and the shares repurchased — Mansion House Group Ltd 
(0376) 
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Figure 34: Daily stock price and the shares repurchased — e2-Capital (Holdings) Lim-
ited (0378) 
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Figure 35: Daily stock price and the shares repurchased — Pacific Concord Holding 
Ltd (0438) 
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Figure 36: Daily stock price and the shares repurchased — Tristate Holdings Ltd (0458) 
Tristates HolcHngs Ltd (0458) 
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Figure 37: Daily stock price and the shares repurchased — Starlight International 
Holdings Ltd (0485) 
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Figure 38: Daily stock price and the shares repurchased 一 Tungtex (Holdings) Com-
pany Ltd (0519) 
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Figure 39: Daily stock price and the shares repurchased — Applied International Hold-
ings Ltd (0519) 
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Figure 40: Daily stock price and the shares repurchased — Vision Century Corporation 
Limited (0535) 
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Appendix I: Trading rule profit if short selling is forbidden 
In my paper, I assume that all investors can short sell stocks when current stock price 
or short-horizon moving average drops below the long one. However, short selling in 
Hong Kong is confined to large institutional investors and not all the stocks can be 
short sold. Because small individual investors are short-sell constrainted, they may 
earn different trading rule profits from the large institutional investors. To shed light 
on the usefulness of trading rules to small investors and on small stock, I consider the 
trading rule with the assumption of short-sell constraint. 
To study the impact of this short-sell assumption to the significance of trading rule 
profit, I examine the profit of moving average rules again but assuming that short selling 
is not allowed for all stocks and all investors. When current stock price drops below 
the long one, investors following this trading strategy sell the stock they have in hands 
and hold cash. In computation, the trading signals will change to the following. 
� — / 1 if > rnat , . 
0 if Pt < mat ( ) 
where = 1 is a long signal at date t, == 0 is a cash signal. According to the rule, if 
I am at a long position beforehand, i.e. s t - i = 1, = 1 indicates continuous holding 
of stock while st = 0 indicates selling of stock and changing to a cash position. If I 
am at a cash position beforehand, i.e. s t - i = 0, st = 1 indicates buying of stock and 
changing to a long position while st = —I indicates staying at a cash position on date 
t. Stocks are traded whenever the trading signal s is different from the previous day. 
Following the above rule, the investors are at either long or cash position. This 
forbids them to capture profit on downside movement of the stock price, even if a sell 
signal is generated but also avoids them to lose if a buy signal is generated while the 
price is going up. Results in details are shown in Table 20 to Table 26. A comparison of 
number of stocks that have p-value less than 0.05 with different assumptions is shown 
in Table 19. If short selling is not allowed, the number of stocks that have p-value less 
than 0.05 will be less than half of the stocks tested. Even the most effective 10-day 
moving average has only twelve stocks whose returns are significantly different from 
zero with 95% significance level. More stocks have significant returns if short selling 
is allowed for all combinations of moving averages in Table 19. Therefore, the right of 
short selling increases trading rule profit and it is easier for large institutional investors 
to gain in following trading rules. 
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Table 19: Comparison of moving average profitabilities with different assumptions on 
short selling 
Window size (M, N) No. of stocks p < 0.05 No. of stocks p < 0.05 
(Short selling is allowed) (Short selling is not allowed) 
( l oT^ 16 12 
(20, 1) 17 11 
(50, 1) 17 9 
(90, 1) 11 5 
(150, 1) 2 0 
(200, 1) 1 0 
(250, 1) 3 0 
Notes: 
1. Window size (M, N) shows the long-horizon moving average M and short-horizon 
moving average N used. 
2. The p is equivalent to p-value, which reports the fraction of bootstrapped sim-
ulations generating an average return larger than that of the orginal stock price 
series. Smaller the p-value is, larger the possibility that the stock price series 
does not follow the random walk model. The two columns No. of stocks p < 0.05 
show the number of stocks whose mean returns are significantly different from 
zero under the criterion that p < 0.05 for moving averages with different window 
size. 
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Table 20: Trading rule tests (with short-sell constraint)一M二 10, N=1 
stock mean std t-Ratio Sharpe fraction p-value 
" 0 0 0 1 E o o ^ o m M I a ^ a ^ o l ^ o . o o e * 
0002 0.5584 0.0140 3.2946 0.6332 0.1667 0.066 
0003 0.6079 0.0214 2.3430 0.4505 0.1424 0.196 
0004 0.9840 0.0190 4.2882 0.8241 0.1527 0.000* 
0005 0.7784 0.0141 4.5514 0.8751 0.1514 0.014* 
0006 0.3280 0.0158 1.7101 0.3287 0.1725 0.374 
0010 0.8167 0.0186 3.6235 0.6963 0.1603 0.006* 
0011 0.8993 0.0136 5.4821 1.0536 0.1650 0.002* 
0012 0.9443 0.0177 3.6473 0.8445 0.1534 0.010* 
0013 0.8769 0.0187 3.8764 0.7452 0.1496 0.038* 
0014 0.4179 0.0202 1.4165 0.3287 0.1654 0.138 
0016 1.0378 0.0186 4.6038 0.8851 0.1537 0.004* 
0017 0.9099 0.0196 3.8397 0.7379 0.1559 0.004* 
0019 0.6782 0.0193 2.9085 0.5590 0.1560 0.050 
0020 0.8786 0.0199 3.6432 0.7001 0.1591 0.004* 
0023 0.9634 0.0205 3.8888 0.7474 0.1306 0.002* 
0083 0.9659 0.0256 2.6116 0.5993 0.1590 0.040* 
0097 0.6402 0.0253 2.0873 0.4019 0.1539 0.072 
0101 0.3727 0.0187 1.3187 0.3171 0.1634 0.504 
0142 0.3121 0.0236 0.8800 0.2103 0.1827 0.266 
0179 1.6106 0.0472 2.1392 0.5414 0.1482 0.112 
0267 0.4696 0.0182 1.4120 0.4086 0.1675 0.488 
0291 0.7810 0.0300 1.3494 0.4139 0.1527 0.346 
0293 -0.0695 0.0162 -0.2547 -0.0681 0.1925 0.744 
0511 -0.2478 0.0174 -0.7569 -0.2257 0.1694 0.916 
Notes: 
1. The test here is the same as that in Table 61 except that the investors hold cash 
when a sell signal is generated, not a short position in Table 61. 
2. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk model with the 5 percent 
significance level. 
3. Assuming that short selling is not allowed in the market, there are ten stocks 
whose p-values are larger than 0.05 for all TV = 1 moving averages applied: CLP 
(Holdings) Ltd (0002), Hong Kong & China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Amoy Properties Ltd (0101), First Pacific Co Ltd (0142), 
Johnson Electric Holdings Ltd (0179), CITIC Pacific Ltd (267), China Resources 
Evterprise Ltd (0291), Cathay Pacific Airways Ltd (0293) and Television Broad-
cast Ltd (0511). 
4. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 24: Trading rule tests (with short-sell constraint)一M=150, N = 1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 0 . 8 2 7 1 0 . 0 1 8 8 3 . 6 2 5 5 0 . 6 9 7 4 0 . 1 0 3 4 0.086 
0002 0.5553 0.0141 3.2602 0.6271 0.1166 0.070 
0003 0.5642 0.0192 2.4230 0.4662 0.1053 0.270 
0004 1.0224 0.0189 4.4611 0.8579 0.0988 0.000* 
0005 0.7883 0.0142 4.5754 0.8804 0.1017 0.018* 
0006 0.3284 0.0158 1.7127 0.3294 0.1145 0.348 
0010 0.8861 0.0189 3.8660 0.7434 0.1007 0.010* 
0011 1.0308 0.0135 6.3147 1.2145 0.1017 0.000* 
0012 1.1893 0.0181 4.5099 1.0454 0.1047 0.002* 
0013 1.0357 0.0193 4.4365 0.8535 0.1018 0.006* 
0014 0.6740 0.0197 2.3438 0.5445 0.1069 0.034* 
0016 1.1330 0.0189 4.9583 0.9539 0.1019 0.000* 
0017 0.8259 0.0196 3.4859 0.6704 0.0960 0.004* 
0019 0.6658 0.0192 2.8568 0.5495 0.1051 0.050 
0020 0.8516 0.0202 3.4799 0.6692 0.1021 0.006* 
0023 1.0011 0.0216 3.8342 0.7374 0.0926 0.004* 
0083 0.6778 0.0259 1.8089 0.4156 0.097 0.118 
0097 0.6069 0.0244 2.0501 0.3951 0.0945 0.106 
0101 0.4678 0.0196 1.5764 0.3795 0.1065 0.420 
0142 0.3462 0.0234 0.9797 0.2344 0.1129 0.256 
0179 1.7308 0.0475 2.2838 0.5787 0.1045 0.072 
0267 0.8191 0.0186 2.4064 0.6976 0.1134 0.170 
0291 1.2391 0.0298 2.1497 0.6605 0.0940 0.148 
0293 0.2754 0.0162 1.0057 0.2692 0.1308 0.332 
0511 -0.1640 0.0183 -0.4760 -0.1422 0.1246 0.824 
Notes: 
1. The test here is the same as that in Table 62 except that the investors hold cash 
when a sell signal is generated, not a short position in Table 62. 
2. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk model with the 5 percent 
significance level. 
3. Assuming that short selling is not allowed in the market, there are ten stocks 
whose p-values are larger than 0.05 for all iV = 1 moving averages applied: CLP 
(Holdings) Ltd (0002), Hong Kong k China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Amoy Properties Ltd (0101), First Pacific Co Ltd (0142), 
Johnson Electric Holdings Ltd (0179), CITIC Pacific Ltd (267), China Resources 
Evterprise Ltd (0291), Cathay Pacific Airways Ltd (0293) and Television Broad-
cast Ltd (0511). 
4. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 24: Trading rule tests (with short-sell constraint)一M=150, N = 1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 1 . 1 0 6 6 0 . 0 1 8 5 4 . 9 2 4 3 0 . 9 4 9 3 0 . 0 5 1 9 0 . 0 1 4 * 
0002 0.3411 0.0141 1.9867 0.3830 0.0669 0.354 
0003 0.6405 0.0215 2.4579 0.4739 0.0617 0.190 
0004 0.6878 0.0185 3.0678 0.5913 0.0563 0.028* 
0005 0.7301 0.0129 4.6656 0.8998 0.0573 0.032* 
0006 0.1933 0.0158 1.008 0.1943 0.0737 0.594 
0010 0.9387 0.0187 4.1310 0.7961 0.0575 0.004* 
0011 0.9705 0.0138 5.7905 1.1161 0.0501 0.000* 
0012 0.7506 0.0210 2.4408 0.5676 0.0560 0.070 
0013 0.7572 0.0193 3.2316 0.6231 0.0594 0.056 
0014 0.5250 0.0201 1.7761 0.4139 0.0638 0.118 
0016 0.9394 0.0195 3.9603 0.7636 0.0505 0.018* 
0017 0.6581 0.0195 2.7804 0.5359 0.0551 0.018* 
0019 0.3135 0.0205 1.2612 0.2431 0.0625 0.384 
0020 0.6782 0.0216 2.5836 0.4979 0.0587 0.038* 
0023 0.7361 0.0199 3.0431 0.5866 0.0426 0.046* 
0083 0.5087 0.0250 1.4026 0.3232 0.0586 0.194 
0097 0.6311 0.0208 2.4995 0.4827 0.0613 0.122 
0101 0.5643 0.0197 1.8869 0.4558 0.0639 0.344 
0142 0.6393 0.0234 1.8027 0.4328 0.0657 0.084 
0179 1.4547 0.0478 1.8993 0.4831 0.0544 0.174 
0267 1.1430 0.0188 3.3203 0.9673 0.0549 0.064 
0291 1.3633 0.0308 2.2759 0.7033 0.0553 0.126 
0293 -0.0125 0.0167 -0.0442 -0.0119 0.0857 0.676 
0511 0.1194 0.0183 0.3448 0.1036 0.0723 0.624 
Notes: 
1. The test here is the same as that in Table 63 except that the investors hold cash 
when a sell signal is generated, not a short position in Table 63. 
2. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk model with the 5 percent 
significance level. 
3. Assuming that short selling is not allowed in the market, there are ten stocks 
whose p-values are larger than 0.05 for all TV = 1 moving averages applied: CLP 
(Holdings) Ltd (0002), Hong Kong & China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Amoy Properties Ltd (0101), First Pacific Co Ltd (0142), 
Johnson Electric Holdings Ltd (0179), CITIC Pacific Ltd (267), China Resources 
Evterprise Ltd (0291), Cathay Pacific Airways Ltd (0293) and Television Broad-
cast Ltd (0511). 
4. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 24: Trading rule tests (with short-sell constraint)一M=150, N = 1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 1 . 0 0 1 6 0 . 0 1 8 2 4 . 5 2 0 0 0 . 8 7 3 9 0 . 0 3 5 8 0 . 0 3 0 * 
0002 0.2037 0.0147 1.1392 0.2202 0.0512 0.618 
0003 0.6975 0.0220 2.6005 0.5029 0.0491 0.184 
0004 0.4014 0.0184 1.7919 0.3464 0.0526 0.200 
0005 0.6800 0.0136 4.1163 0.7962 0.0337 0.056 
0006 0.2859 0.0154 1.5217 0.2942 0.0525 0.438 
0010 0.7715 0.0184 3.4390 0.6647 0.0426 0.006* 
0011 0.8008 0.0146 4.5142 0.8727 0.0319 0.036* 
0012 0.6013 0.0212 1.9315 0.4511 0.0379 0.180 
0013 0.6858 0.0198 2.8486 0.5509 0.0364 0.102 
0014 0.3714 0.0194 1.3008 0.3045 0.0446 0.224 
0016 0.8799 0.0197 3.6659 0.7089 0.0373 0.034* 
0017 0.5572 0.0201 2.2812 0.4410 0.0399 0.042* 
0019 0.4031 0.0193 1.7110 0.3308 0.0449 0.252 
0020 0.6322 0.0220 2.3552 0.4553 0.0451 0.054 
0023 0.6142 0.0199 2.5389 0.4908 0.0294 0.104 
0083 0.3602 0.0247 1.0006 0.2316 0.0493 0.340 
0097 0.6071 0.0230 2.1621 0.4188 0.0418 0.138 
0101 0.5862 0.0193 1.9888 0.4827 0.0430 0.302 
0142 0.6351 0.0223 1.8768 0.4527 0.0423 0.082 
0179 0.5951 0.0178 2.0785 0.5314 0.0389 0.574 
0267 0.9571 0.0190 2.7221 0.7984 0.0410 0.138 
0291 1.1012 0.0304 1.8490 0.5757 0.0423 0.230 
0293 -0.0337 0.0178 -0.1114 -0.0301 0.0626 0.710 
0511 0.2352 0.0181 0.6814 0.2061 0.0487 0.512 
Notes: 
1. The test here is the same as that in Table 64 except that the investors hold cash 
when a sell signal is generated, not a short position in Table 64. 
2. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk model with the 5 percent 
significance level. 
3. Assuming that short selling is not allowed in the market, there are ten stocks 
whose p-values are larger than 0.05 for all TV = 1 moving averages applied: CLP 
(Holdings) Ltd (0002), Hong Kong k China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Amoy Properties Ltd (0101), First Pacific Co Ltd (0142), 
Johnson Electric Holdings Ltd (0179), CITIC Pacific Ltd (267), China Resources 
Evterprise Ltd (0291), Cathay Pacific Airways Ltd (0293) and Television Broad-
cast Ltd (0511). 
4. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 24: Trading rule tests (with short-sell constraint)一M=150, N = 1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 0 . 7 9 0 9 0 . 0 1 8 9 3 . 4 2 6 3 0 . 6 6 5 4 0 . 0 3 4 0 0.124 
0002 0.2579 0.0149 1.4104 0.2739 0.0465 0.488 
0003 0.6690 0.0228 2.3941 0.4651 0.0289 0.198 
0004 0.3046 0.0183 1.3600 0.2641 0.0325 0.284 
0005 0.5824 0.0138 3.4553 0.6713 0.0304 0.178 
0006 0.2101 0.0157 1.0970 0.2130 0.0408 0.590 
0010 0.3751 0.0197 1.5587 0.3026 0.0381 0.194 
0011 0.6699 0.0149 3.6659 0.7119 0.0289 0.122 
0012 0.6334 0.0213 2.0094 0.4724 0.0235 0.184 
0013 0.4697 0.0191 2.0104 0.3905 0.0310 0.302 
0014 0.3623 0.0195 1.2534 0.2953 0.0317 0.222 
0016 0.7203 0.0201 2.9291 0.5690 0.0325 0.106 
0017 0.1954 0.0197 0.8089 0.1571 0.0352 0.288 
0019 0.3374 0.0190 1.4490 0.2814 0.0337 0.314 
0020 0.4200 0.0219 1.5669 0.3042 0.0322 0.236 
0023 0.3592 0.0210 1.3954 0.2710 0.0233 0.424 
0083 0.3771 0.0250 1.0284 0.2395 0.0334 0.334 
0097 0.2902 0.0225 1.0511 0.2045 0.0355 0.392 
0101 0.5933 0.0195 1.9762 0.4830 0.0341 0.348 
0142 0.3345 0.0214 1.0205 0.2479 0.0354 0.312 
0179 0.5997 0.0179 2.0611 0.5311 0.0269 0.622 
0267 0.7846 0.0200 2.1041 0.6236 0.0335 0.270 
0291 0.9972 0.0295 1.7054 0.5373 0.0244 0.306 
0293 0.2209 0.0178 0.7233 0.1973 0.0387 0.378 
0511 0.3461 0.0185 0.9685 0.2962 0.0393 0.384 
Notes: 
1. The test here is the same as that in Table 65 except that the investors hold cash 
when a sell signal is generated, not a short position in Table 65. 
2. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk model with the 5 percent 
significance level. 
3. Assuming that short selling is not allowed in the market, there are ten stocks 
whose p-values are larger than 0.05 for all iV = 1 moving averages applied: CLP 
(Holdings) Ltd (0002), Hong Kong & China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Amoy Properties Ltd (0101), First Pacific Co Ltd (0142), 
Johnson Electric Holdings Ltd (0179), CITIC Pacific Ltd (267), China Resources 
Evterprise Ltd (0291), Cathay Pacific Airways Ltd (0293) and Television Broad-
cast Ltd (0511). 
4. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 24: Trading rule tests (with short-sell constraint)一M=150, N = 1 
stock mean std t-Ratio Sharpe fraction p-value 
0.8029 0 . 0 1 9 0 0 4 6 8 O j ^ 0 . 1 3 2 
0002 0.3518 0.0152 1.8803 0.3665 0.0315 0.344 
0003 0.5322 0.0212 2.0419 0.3981 0.0267 0.398 
0004 0.3827 0.0186 1.6785 0.3271 0.0258 0.216 
0005 0.5448 0.0138 3.2216 0.6283 0.0303 0.270 
0006 0.1742 0.0162 0.8778 0.1711 0.0363 0.638 
0010 0.3692 0.0195 1.5398 0.3001 0.0330 0.178 
0011 0.7191 0.0151 3.8895 0.7581 0.0179 0.116 
0012 0.4964 0.0214 1.5586 0.3684 0.0255 0.300 
0013 0.5171 0.0194 2.1673 0.4226 0.0279 0.280 
0014 0.2195 0.0203 0.7250 0.1717 0.0323 0.328 
0016 0.6452 0.0201 2.6177 0.5104 0.0291 0.184 
0017 0.2098 0.0195 0.8747 0.1705 0.0273 0.334 
0019 0.4080 0.0192 1.7273 0.3367 0.0243 0.264 
0020 0.5112 0.0221 1.8847 0.3673 0.0231 0.144 
0023 0.3317 0.0206 1.3101 0.2554 0.0237 0.480 
0083 0.3794 0.0257 0.9989 0.2339 0.0272 0.348 
0097 0.2398 0.0230 0.8480 0.1656 0.0336 0.492 
0101 0.5490 0.0208 1.7014 0.4183 0.0252 0.396 
0142 0.2382 0.0210 0.7373 0.1802 0.0253 0.344 
0179 0.4674 0.0181 1.5843 0.4110 0.0208 0.706 
0267 0.8667 0.0201 2.2883 0.6842 0.0280 0.226 
0291 0.9242 0.0301 1.5294 0.4866 0.0189 0.342 
0293 0.1493 0.0179 0.4826 0.1326 0.0312 0.508 
0511 0.3319 0.0190 0.8978 0.2772 0.0303 0.418 
Notes: 
1. The test here is the same as that in Table 66 except that the investors hold cash 
when a sell signal is generated, not a short position in Table 66. 
2. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk model with the 5 percent 
significance level. 
3. Assuming that short selling is not allowed in the market, there are ten stocks 
whose p-values are larger than 0.05 for all iV = 1 moving averages applied: CLP 
(Holdings) Ltd (0002), Hong Kong & China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Amoy Properties Ltd (0101), First Pacific Co Ltd (0142), 
Johnson Electric Holdings Ltd (0179), CITIC Pacific Ltd (267), China Resources 
Evterprise Ltd (0291), Cathay Pacific Airways Ltd (0293) and Television Broad-
cast Ltd (0511). 
4. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 24: Trading rule tests (with short-sell constraint)一M=150, N = 1 
stock mean std t-Ratio Sharpe fraction p-value 
" 0 0 0 1 0 . 8 5 4 1 0 . 0 1 9 7 O M ? O M T S 0.130 
0002 0.2644 0.0157 1.3625 0.2666 0.0284 0.470 
0003 0.5524 0.0215 2.0861 0.4083 0.0230 0.398 
0004 0.3649 0.0190 1.5573 0.3047 0.0284 0.202 
0005 0.5434 0.0138 3.2003 0.6265 0.0227 0.234 
0006 0.1936 0.0164 0.9605 0.1879 0.0375 0.622 
0010 0.4526 0.0192 1.9163 0.3749 0.0243 0.150 
0011 0.7169 0.0150 3.8860 0.7603 0.0141 0.108 
0012 0.5791 0.0215 1.7955 0.4268 0.0271 0.180 
0013 0.6643 0.0198 2.7152 0.5314 0.0242 0.176 
0014 0.3587 0.0203 1.1793 0.2810 0.0273 0.210 
0016 0.6998 0.0203 2.7911 0.5463 0.0242 0.158 
0017 0.2886 0.0193 1.2133 0.2374 0.0249 0.238 
0019 0.4000 0.0195 1.6633 0.3255 0.0217 0.308 
0020 0.6016 0.0221 2.2090 0.4322 0.0191 0.126 
0023 0.3636 0.0211 1.3982 0.2736 0.0205 0.414 
0083 0.4135 0.0261 1.0700 0.2519 0.0306 0.302 
0097 0.2722 0.0233 0.9451 0.1853 0.0314 0.408 
0101 0.5240 0.0209 1.6080 0.3978 0.0221 0.410 
0142 0.2627 0.0206 0.8219 0.2020 0.0247 0.358 
0179 0.4081 0.0188 1.3218 0.3452 0.0284 0.750 
0267 0.9941 0.0200 2.6124 0.7881 0.0177 0.170 
0291 0.6906 0.0253 1.3491 0.4336 0.0172 0.398 
0293 0.1357 0.0181 0.4311 0.1193 0.0243 0.494 
0511 0.4302 0.0192 1.1419 0.3559 0.0278 0.328 
Notes: 
1. The test here is the same as that in Table 67 except that the investors hold cash 
when a sell signal is generated, not a short position in Table 67. 
2. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk model with the 5 percent 
significance level. 
3. Assuming that short selling is not allowed in the market, there are ten stocks 
whose p-values are larger than 0.05 for all iV = 1 moving averages applied: CLP 
(Holdings) Ltd (0002), Hong Kong & China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Amoy Properties Ltd (0101), First Pacific Co Ltd (0142), 
Johnson Electric Holdings Ltd (0179), CITIC Pacific Ltd (267), China Resources 
Evterprise Ltd (0291), Cathay Pacific Airways Ltd (0293) and Television Broad-
cast Ltd (0511). 
4. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Appendix II: Random walk with a drift model 
In my paper, I test whether trading rule profit is generated from stock price series that 
follow random walk model. One may argue that the log stock price follows a randow 
walk with drift model. Thus, I test the significance of drifts. Recall that pt — log�Pt), 
where Pt is stock price on date t, the null hypothesis in this appendix is that the stock 
price series follows random walk with drift model as stated below. 
Pt+i =d-\-pt-\-et (8) 
where c? is a constant and et comes from an independent and identical distribution. 
The constant d is also the drift in random walk with drift model. I regress the log 
difference of stock price with the drift d and display the results in Table 27. All the 
25 Hang Seng Index constituent stocks tested show negligible drifts, small t-ratio and 
large p-values. These stocks are very unlikely to follow the random walk with a drift 
model. To convince the readers, I generate a sample of bootstrapped price series using 
the log price differences of the original stock price series, like that in Table 61 to Table 
67, but the underlying model has been changed to random walk with drift. Results in 
details are shown in Table 29 to Table 35. A comparison of number of stocks that have 
p-value less than 0.05 with different model is shown in Table 28. Not surprisingly, the 
introduction of drift does not make much difference. Among the 25 Hang Seng Index 
constituent stocks tested, most of their stock price do not follow the random walk with 
a drift model. 
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Table 27: Statistics of drifts of random walk with a drift model 
stock drift std t-Ratio p-value 
0001 4 . 2 3 8 5 0 . 4 9 5 6 4 1 0 . 0 0 8 6 0 . 9 9 3 2 
0002 0.6140 0.366521 0.0017 0.9987 
0003 1.5179 0.613828 0.0025 0.9980 
0004 0.0000 0.497899 0.0000 1.0000 
0005 1.3260 0.352193 0.0038 0.9970 
0006 7.8822 0.416473 0.0189 0.9849 
0010 3.3354 0.511131 0.0065 0.9948 
0011 -12.5850 0.354883 -0.0355 0.9717 
0012 4.1434 0.603070 0.0069 0.9945 
0013 7.0458 0.506649 0.0139 0.9889 
0014 28.8281 0.606371 0.0475 0.9621 
0016 8.8643 0.508995 0.0174 0.9861 
0017 -6.7300 0.534864 -0.0126 0.9900 
0019 5.3350 0.497723 0.0107 0.9914 
0020 -3.7120 0.551271 -0.0067 0.9946 
0023 -2.3330 0.473161 -0.0049 0.9961 
0083 4.3810 0.755031 0.0058 0.9954 
0097 0.0000 0.606328 0.0000 1.0000 
0101 0.0000 0.619745 0.0000 1.0000 
0142 -12.3660 0.739530 -0.0167 0.9867 
0179 -14.0110 1.137665 -0.0123 0.9902 
0267 -9.5770 0.685684 -0.0140 0.9889 
0291 0.0000 1.083613 0.0000 1.0000 
0293 21.3479 0.578445 0.0369 0.9706 
0511 -35.2970 0.672340 -0.0525 0.9581 
Notes: 
1. Drift and std column show drift found by regression multiplied by 1,000,000 and 
standard deviation this drift multiplied by 1000 respectively. 
2. Larger the t-Ratio or smaller the p-value is, more significant the drift is different 
from zero. The small t-Ratio and large p-value mean all drifts are negligible. 
3. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 28: Summary of random walk with a drift model 
Window size (M, N) No. of stocks p < 0.05 No. of stocks p < 0.05 
(random walk) (random walk with a drift) 
( I M ) 16 13 
(20, 1) 17 15 
(50, 1) 17 14 
(90, 1) 11 10 
(150，1) 2 2 
(200, 1) 1 1 
(250, 1) 3 2 
Notes: 
1. Window size (M, N) shows the long-horizon moving average M and short-horizon 
moving average N used. 
2. The p is equivalent to p-value, which reports the fraction of bootstrapped sim-
ulations generating an average return larger than that of the orginal stock price 
series. Smaller the p-value is, larger the possibility that the stock price series does 
not follow the model by which the simulations are generated. The two columns 
No. of stocks p < 0.05 show the number of stocks whose mean returns are sig-
nificantly different from the theoretic mean return generated by the mentioned 
model for moving averages with different window size. The theoretic mean return 
generated by random walk model and random walk model with drift are zero and 
drift respectively. 
I l l 
Table 35: Trading rule tests (random walk with a drift) —M=250, N二 1 
stock drift mean std t-Ratio Sharpe fraction p-value 
0001 4.2385 1 . 2 7 7 1 0 . 0 2 9 7 3 . 5 4 9 3 0 . 6 8 2 2 0 . 1 5 1 6 0 . 0 0 0 * 
0002 0.6140 0.6600 0.0215 2.5301 0.4863 0.1667 0.006* 
0003 1.5179 0.4925 0.0322 1.2625 0.2427 0.1424 0.104 
0005 1.3260 0.9504 0.0205 3.8306 0.7365 0.1514 0.000* 
0006 7.8822 0.1959 0.0237 0.6817 0.1310 0.1725 0.264 
0010 3.3354 1.3849 0.0302 3.7832 0.7270 0.1603 0.000* 
0011 -12.5850 1.1623 0.0208 4.6086 0.8857 0.1650 0.000* 
0012 4.1434 1.3732 0.0294 3.2030 0.7417 0.1534 0.002* 
0013 7.0458 1.1570 0.0298 3.2088 0.6169 0.1496 0.000* 
0014 28.8281 0.5696 0.0285 1.3675 0.3173 0.1654 0.096 
0016 8.8643 1.4889 0.0299 4.1145 0.7910 0.1537 0.000* 
0017 -6.7300 1.7365 0.0318 4.5077 0.8662 0.1559 0.000* 
0019 5.3350 0.9175 0.0298 2.5428 0.4887 0.1560 0.010* 
0020 -3.7120 1.4219 0.0321 3.6618 0.7037 0.1591 0.002* 
0023 -2.3330 1.4267 0.0282 4.1726 0.8019 0.1306 0.000* 
0083 4.3810 1.5559 0.0372 2.8939 0.6641 0.159 0.004* 
0142 -12.3660 0.3827 0.0340 0.7472 0.1786 0.1827 0.228 
0179 -14.0110 1.8134 0.0510 2.2309 0.5646 0.1482 0.018* 
0267 -9.5770 0.0936 0.0271 0.1894 0.0548 0.1675 0.462 
0293 21.3479 -0.4212 0.0240 -1.0431 -0.2788 0.1925 0.844 
0511 -35.2970 -0.9405 0.0258 -1.9403 -0.5786 0.1694 0.962 
Note^ 
1. Drift column shows drift found by regression multiplied by 1,000,000 in Table 27. 
2. The column mean is equal to the mean of daily returns multiplied by 1000. The 
column std is the standard deviation of daily returns. The t-Ratio tests whether 
the mean returns are zero, assuming the mean returns are normally distributed. 
Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Frac-
tion represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. These values are the same as 
that in Table 61. 
3. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk with a drift model with 5 
percent significance level. 
4. Only 21 stocks are tested here because there are 4 stocks whose drifts are negligibly 
different from zero: Wharf (Holdings) Ltd (0004), Henderson Investment Ltd 
(0097), Amoy Properties Ltd (0101) and China Resources Enterprise Ltd (0291). 
5. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 30: Trading rule tests (random walk with a drift)——M二20, N=1 
stock drift mean std t-Ratio Sharpe fraction p-value 
0001 " " " O M ^ o i o m O ^ O I O M 0 . 0 0 2 * 
0002 0.6140 0.6548 0.0215 2.5080 0.4824 0.1166 0.006* 
0003 1.5179 0.4041 0.0322 1.0343 0.1990 0.1053 0.188 
0005 1.3260 0.9790 0.0205 3.9421 0.7585 0.1017 0.000* 
0006 7.8822 0.2027 0.0237 0.7047 0.1355 0.1145 0.266 
0010 3.3354 1.5522 0.0302 4.2402 0.8154 0.1007 0.000* 
0011 -12.5850 1.4334 0.0208 5.6985 1.0959 0.1017 0.000* 
0012 4.1434 1.8581 0.0294 4.3293 1.0035 0.1047 0.000* 
0013 7.0458 1.4837 0.0298 4.1122 0.7911 0.1018 0.000* 
0014 28.8281 1.0672 0.0284 2.5668 0.5963 0.1069 0.002* 
0016 8.8643 1.7188 0.0298 4.7524 0.9143 0.1019 0.000* 
0017 -6.7300 1.6022 0.0318 4.1581 0.7996 0.0960 0.000* 
0019 5.3350 0.8985 0.0298 2.4878 0.4785 0.1051 0.002* 
0020 -3.7120 1.3783 0.0321 3.5455 0.6818 0.1021 0.004* 
0023 -2.3330 1.5013 0.0283 4.3851 0.8434 0.0926 0.000* ^ 
0083 4.3810 0.9758 0.0372 1.8112 0.4161 0.0970 0.038* 
0142 -12.3660 0.4427 0.0340 0.8630 0.2065 0.1129 0.208 
0179 -14.0110 2.1158 0.0510 2.6007 0.6590 0.1045 0.010* 
0267 -9.5770 0.7851 0.0271 1.5844 0.4593 0.1134 0.068 
0293 21.3479 0.2576 0.0240 0.6362 0.1703 0.1308 0.282 
0511 -35.2970 -0.7774 0.0259 -1.5980 -0.4773 0.1246 0.948 
Note^ ~ 
1. Drift column shows drift found by regression multiplied by 1,000,000 in Table 27. 
2. The column mean is equal to the mean of daily returns multiplied by 1000. The 
column std is the standard deviation of daily returns. The t-Ratio tests whether 
the mean returns are zero, assuming the mean returns are normally distributed. 
Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Frac-
tion represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. These values are the same as 
that in Table 62. 
3. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk with a drift model with 5 
percent significance level. 
4. Only 21 stocks are tested here because there are 4 stocks whose drifts are negligibly 
different from zero: Wharf (Holdings) Ltd (0004), Henderson Investment Ltd 
(0097), Amoy Properties Ltd (0101) and China Resources Enterprise Ltd (0291). 
5. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 35: Trading rule tests (random walk with a drift) —M=250, N二 1 
stock drift mean std t-Ratio Sharpe fraction p-value 
0001 4.2385 1 . 5 6 2 3 4 . 3 5 6 2 0 . 8 3 9 8 0 . 0 5 1 9 0 . 0 0 0 * 
0002 0.6140 0.2919 0.0213 1.1270 0.2172 0.0669 0.186 
0003 1.5179 0.6448 0.0319 1.6622 0.3205 0.0617 0.074 
0005 1.3260 0.9373 0.0195 3.9602 0.7637 0.0573 0.000* 
0006 7.8822 0.0238 0.0233 0.0841 0.0162 0.0737 0.524 
0010 3.3354 1.6948 0.0301 4.6349 0.8932 0.0575 0.000* 
0011 -12.5850 1.3548 0.0206 5.4089 1.0426 0.0501 0.000* 
0012 4.1434 0.9080 0.0294 2.1069 0.4899 0.0560 0.036* 
0013 7.0458 0.9832 0.0297 2.7271 0.5258 0.0594 0.006* 
0014 28.8281 0.8133 0.0284 1.9488 0.4542 0.0638 0.016* 
0016 8.8643 1.3730 0.0298 3.7990 0.7325 0.0505 0.002* 
0017 -6.7300 1.3098 0.0316 3.4087 0.6570 0.0551 0* 
0019 5.3350 0.3198 0.0295 0.8929 0.1721 0.0625 0.208 
0020 -3.7120 1.1168 0.0319 2.8866 0.5564 0.0587 0.004* 
0023 -2.3330 0.9854 0.0283 2.8665 0.5525 0.0426 0.002* 
0083 4.3810 0.6472 0.0373 1.1949 0.2754 0.0586 0.106 
0142 -12.3660 0.9971 0.0340 1.9401 0.4658 0.0657 0.038* 
0179 -14.0110 1.6058 0.0511 1.9600 0.4985 0.0544 0.048* 
0267 -9.5770 1.4379 0.0272 2.8773 0.8383 0.0549 0.008* 
0293 21.3479 -0.3129 0.0241 -0.7672 -0.2062 0.0857 0.786 
0511 -35.2970 -0.2270 0.0259 -0.4633 -0.1391 0.0723 0.666 
Notes: 
1. Drift column shows drift found by regression multiplied by 1,000,000 in Table 27. 
2. The column mean is equal to the mean of daily returns multiplied by 1000. The 
column std is the standard deviation of daily returns. The t-Ratio tests whether 
the mean returns are zero, assuming the mean returns are normally distributed. 
Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Frac-
tion represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. These values are the same as 
that in Table 63. 
3. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk with a drift model with 5 
percent significance level. 
4. Only 21 stocks are tested here because there are 4 stocks whose drifts are negligibly 
different from zero: Wharf (Holdings) Ltd (0004), Henderson Investment Ltd 
(0097), Amoy Properties Ltd (0101) and China Resources Enterprise Ltd (0291). 
5. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
114 
Table 35: Trading rule tests (random walk with a drift) —M=250, N二 1 
stock drift mean std t-Ratio Sharpe fraction p-value 
"0001 r 2 3 ^ O ^ 0 0 3 ^ 0 . 0 0 2 * 
0002 0.6140 -0.0658 0.0208 -0.2601 -0.0503 0.0512 0.674 
0003 1.5179 0.6631 0.0318 1.7128 0.3312 0.0491 0.120 
0005 1.3260 0.7553 0.0192 3.2360 0.6259 0.0337 0.002* 
0006 7.8822 0.0917 0.0227 0.3324 0.0643 0.0525 0.466 
0010 3.3354 1.2354 0.0293 3.4654 0.6698 0.0426 0.000* 
0011 -12.5850 0.9550 0.0205 3.8222 0.7389 0.0319 0.002* 
0012 4.1434 0.6247 0.0295 1.4408 0.3365 0.0379 0.132 
0013 7.0458 0.7554 0.0292 2.1237 0.4107 0.0364 0.024* 
0014 28.8281 0.4719 0.0285 1.1229 0.2628 0.0446 0.152 
0016 8.8643 1.0677 0.0291 3.0112 0.5823 0.0373 0.006* 
0017 -6.7300 0.9625 0.0308 2.5684 0.4965 0.0399 0.008* 
0019 5.3350 0.3987 0.0282 1.1600 0.2243 0.0449 0.148 
0020 -3.7120 0.9983 0.0318 2.5778 0.4983 0.0451 0.008* 
0023 -2.3330 0.7669 0.0259 2.4305 0.4699 0.0294 0.018* 
0083 4.3810 0.3614 0.0373 0.6638 0.1536 0.0493 0.274 
0142 -12.3660 0.9831 0.0341 1.8989 0.4581 0.0423 0.036* 
0179 -14.0110 -0.1084 0.0514 -0.1310 -0.0335 0.0389 0.690 
0267 -9.5770 1.0262 0.0273 2.0311 0.5958 0.0410 0.058 
0293 21.3479 -0.3692 0.0242 -0.8961 -0.2423 0.0626 0.820 
0511 -35.2970 -0.0273 0.0259 -0.0554 -0.0168 0.0487 0.564 
Notes: 
1. Drift column shows drift found by regression multiplied by 1,000,000 in Table 27. 
2. The column mean is equal to the mean of daily returns multiplied by 1000. The 
column std is the standard deviation of daily returns. The t-Ratio tests whether 
the mean returns are zero, assuming the mean returns are normally distributed. 
Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Frac-
tion represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. These values are the same as 
that in Table 64. 
3. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk with a drift model with 5 
percent significance level. 
4. Only 21 stocks are tested here because there are 4 stocks whose drifts are negligibly 
different from zero: Wharf (Holdings) Ltd (0004), Henderson Investment Ltd 
(0097), Amoy Properties Ltd (0101) and China Resources Enterprise Ltd (0291). 
5. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 35: Trading rule tests (random walk with a drift) —M=250, N二 1 
stock drift mean std t-Ratio Sharpe fraction p-value 
0001 4.2385 0 . 8 1 3 8 0 0 2 ^ 2 . 3 9 0 2 0 . 4 6 4 2 0 . 0 5 0 
0002 0.6140 0.0253 0.0206 0.1005 0.0195 0.0465 0.552 
0003 1.5179 0.5157 0.0314 1.3439 0.2611 0.0289 0.176 
0005 1.3260 0.5415 0.0190 2.3278 0.4523 0.0304 0.060 
0006 7.8822 -0.0839 0.0221 -0.3099 -0.0602 0.0408 0.694 
0010 3.3354 0.4005 0.0290 1.1303 0.2195 0.0381 0.150 
0011 -12.5850 0.6632 0.0206 2.6354 0.5117 0.0289 0.048* 
0012 4.1434 0.5978 0.0296 1.3659 0.3211 0.0235 0.126 
0013 7.0458 0.2972 0.0289 0.8403 0.1632 0.0310 0.302 
0014 28.8281 0.4467 0.0286 1.0538 0.2483 0.0317 0.158 
0016 8.8643 0.7034 0.0287 2.0054 0.3896 0.0325 0.046* 
0017 -6.7300 0.2443 0.0300 0.6664 0.1294 0.0352 0.288 
0019 5.3350 0.2385 0.0278 0.7013 0.1362 0.0337 0.316 
0020 -3.7120 0.4999 0.0317 1.2880 0.2501 0.0322 0.098 
0023 -2.3330 0.2527 0.0260 0.7936 0.1541 0.0233 0.300 
0083 4.3810 0.3181 0.0372 0.5828 0.1358 0.0334 0.286 
0142 -12.3660 0.4698 0.0335 0.9178 0.2229 0.0354 0.182 
0179 -14.0110 -0.1289 0.0517 -0.1536 -0.0396 0.0269 0.694 
0267 -9.5770 0.6418 0.0275 1.2496 0.3703 0.0335 0.220 
0293 21.3479 0.1401 0.0243 0.3350 0.0914 0.0387 0.412 
0511 -35.2970 0.1415 0.0253 0.2907 0.0889 0.0393 0.430 
Note^ 
1. Drift column shows drift found by regression multiplied by 1,000,000 in Table 27. 
2. The column mean is equal to the mean of daily returns multiplied by 1000. The 
column std is the standard deviation of daily returns. The t-Ratio tests whether 
the mean returns are zero, assuming the mean returns are normally distributed. 
Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Frac-
tion represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. These values are the same as 
that in Table 65. 
3. The columrL p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk with a drift model with 5 
percent significance level. 
4. Only 21 stocks are tested here because there are 4 stocks whose drifts are negligibly 
different from zero: Wharf (Holdings) Ltd (0004), Henderson Investment Ltd 
(0097), Amoy Properties Ltd (0101) and China Resources Enterprise Ltd (0291). 
5. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 35: Trading rule tests (random walk with a drift) —M=250, N二 1 
stock drift mean std t-Ratio Sharpe fraction p-value 
"OOOi 0 ? ^ 0 0 2 7 6 O ^ O M ^ 0.062 
0002 0.6140 0.1872 0.0206 0.7418 0.1446 0.0315 0.354 
0003 1.5179 0.1925 0.0310 0.5048 0.0984 0.0267 0.496 
0005 1.3260 0.4632 0.0190 1.9859 0.3873 0.0303 0.114 
0006 7.8822 -0.1911 0.0221 -0.7049 -0.1374 0.0363 0.796 
0010 3.3354 0.3524 0.0290 0.9913 0.1932 0.0330 0.174 
0011 -12.5850 0.7514 0.0206 2.9671 0.5783 0.0179 0.028* 
0012 4.1434 0.3228 0.0295 0.7346 0.1737 0.0255 0.322 
0013 7.0458 0.3623 0.0289 1.0205 0.199 0.0279 0.240 
0014 28.8281 0.1650 0.0287 0.3858 0.0914 0.0323 0.410 
0016 8.8643 0.4863 0.0285 1.3898 0.2710 0.0291 0.144 
0017 -6.7300 0.2016 0.0298 0.5507 0.1073 0.0273 0.348 
0019 5.3350 0.3086 0.0276 0.9101 0.1774 0.0243 0.246 
0020 -3,7120 0.6529 0.0318 1.6748 0.3264 0.0231 0.066 
0023 -2.3330 0.1942 0.0261 0.6051 0.1179 0.0237 0.360 
0083 4.3810 0.2742 0.0373 0.4978 0.1166 0.0272 0.330 
0142 -12.3660 0.4326 0.0332 0.8467 0.2069 0.0253 0.208 
0179 -14.0110 -0.4113 0.0520 -0.4844 -0.1257 0.0208 0.862 
0267 -9.5770 0.8003 0.0276 1.5392 0.4602 0.0280 0.156 
0293 21.3479 0.0358 0.0244 0.0847 0.0233 0.0312 0.472 
0511 -35.2970 0.0366 0.0254 0.0742 0.0229 0.0303 0.538 
Notes: 
1. Drift column shows drift found by regression multiplied by 1,000,000 in Table 27. 
2. The column mean is equal to the mean of daily returns multiplied by 1000. The 
column std is the standard deviation of daily returns. The t-Ratio tests whether 
the mean returns are zero, assuming the mean returns are normally distributed. 
Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Frac-
tion represents the fraction of days on which a switch, of buy and sell signal takes 
place and investors need to trade in the market. These values are the same as 
that in Table 66. 
3. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk with a drift model with 5 
percent significance level. 
4. Only 21 stocks are tested here because there are 4 stocks whose drifts are negligibly 
different from zero: Wharf (Holdings) Ltd (0004), Henderson Investment Ltd 
(0097), Amoy Properties Ltd (0101) and China Resources Enterprise Ltd (0291). 
5. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 35: Trading rule tests (random walk with a drift) —M=250, N二 1 
stock drift mean std t-Ratio Sharpe fraction p-value 
0001 4.2385 0 . 8 1 8 1 0 . 0 2 7 1 2 . 4 5 0 0 0 . 4 7 9 4 0 . 0 1 7 8 0.078 
0002 0.6140 -0.0415 0.0205 -0.1641 -0.0321 0.0284 0.698 
0003 1.5179 0.2264 0.0303 0.6053 0.1185 0.0230 0.424 
0005 1.3260 0.4558 0.0189 1.9604 0.3838 0.0227 0.130 
0006 7.8822 -0.2022 0.0218 -0.7511 -0.1470 0.0375 0.820 
0010 3.3354 0.4761 0.0289 1.3383 0.2618 0.0243 0.118 
0011 -12.5850 0.7469 0.0207 2.9317 0.5736 0.0141 0.030* 
0012 4.1434 0.4269 0.0295 0.9655 0.2295 0.0271 0.206 
0013 7.0458 0.5859 0.0287 1.6546 0.3238 0.0242 0.118 
0014 28.8281 0.4181 0.0284 0.9795 0.2334 0.0273 0.194 
0016 8.8643 0.5277 0.0283 1.5115 0.2958 0.0242 0.156 
0017 -6.7300 0.2988 0.0297 0.8175 0.1599 0.0249 0.264 
0019 5.3350 0.2498 0,0271 0.7485 0.1465 0.0217 0.282 
0020 -3.7120 0.7759 0.0317 1.9875 0.3888 0.0191 0.032* 
0023 -2.3330 0.2544 0.0262 0.7869 0.154 0.0205 0.352 
0083 4.3810 0.2689 0.0373 0.4856 0.1143 0.0306 0.392 
0142 -12.3660 0.4186 0.0331 0.8165 0.2007 0.0247 0.226 
0179 -14.0110 -0.5580 0.0523 -0.6491 -0.1695 0.0284 0.870 
0267 -9.5770 0.9325 0.0273 1.7969 0.5421 0.0177 0.078 
0293 21.3479 -0.0232 0.0245 -0.0544 -0.0151 0.0243 0.548 
0511 -35.2970 0.1825 0.0255 0.3647 0.1137 0.0278 0.404 
Note^ 
1. Drift column shows drift found by regressions multiplied by 1,000,000 in Table 27. 
2. The column mean is equal to the mean of daily returns multiplied by 1000. The 
column std is the standard deviation of daily returns. The t-Ratio tests whether 
the mean returns are zero, assuming the mean returns are normally distributed. 
Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Frac-
tion represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. These values are the same as 
that in Table 67. 
3. The column p-value shows * if p-value is less than 0.05. This also means that the 
stock price series is not generated from a random walk with a drift model with 5 
percent significance level. 
4. Only 21 stocks are tested here because there are 4 stocks whose drifts are negligibly 
different from zero: Wharf (Holdings) Ltd (0004), Henderson Investment Ltd 
(0097), Amoy Properties Ltd (0101) and China Resources Enterprise Ltd (0291). 
5. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Appendix III: Moving averages at different periods of time 
In section 6, I have done a one-year return experiment for the Hong Kong stock market 
in order to estimate the risk and return tradeoffs. Most of the 25 stocks tested have 
risk-adjusted returns better than an average portfolio with practical transaction cost 
because typical Sharpe ratio of the buy and hold strategy of an aggregate US stock 
portfolio is around 0.3 or 
One may argue that the performance of moving average highly depends on the 
period it applies to. Therefore, I repeat the experiment with a five-year horizon. In 
this appendix, five-year periods are chosen randomly from the entire sample. The 
returns over that period are summed in accordance with the trading signals generated 
by different moving average rules. In addition, 0.25% transaction cost is subtracted 
whenever a trade is made^^, i.e. a change in the sign of st. After 500 of these five-year 
subperiods have been chosen, the Sharpe ratio is estimated by their mean and standard 
deviation . 
The result of this five-year experiment for the 25 Hang Seng Index constituent stocks 
are shown in Table 36 to Table 60. Through, this experiment, we attempt to answer: 
if an investor has utilized the moving average rules for five years, which is randomly 
chosen from 1 January 1973 to 31 August 2000, what is his risk and return tradeoffs? 
Choosing 500 five-year periods result 500 such investors in the experiment. Table 36 
to Table 60 show that for most of the stocks, the mean Sharpe ratio is positive. For 
most stocks and moving average rules, the minimum Sharpe ratio is negative and the 
maximum Sharpe ratio is positive. The performance of trading rule depends much on 
which five-year period the rule is applied on. Thus, there are some five-year periods 
in which the rule performs very well but other periods in which the rule induces loss. 
Yet, the 20-day and 50-day moving average perform well for most of the time periods. 
The columns sharpe > 0.4 in Table 36 to Table 60 show the percentage of 500 five-year 
periods that has Sharpe ratio higher than 0.4. The figures are mostly around 0.5. This 
indicates that if investors use 20-day and 50-day moving average on Hang Seng Index 
constituent stocks within the period 1 January 1973 to 31 August 2000, they have more 
than 50% chance to get a Sharpe ratio higher than that of buy and hold strategy of an 
aggregate US stock portfolio. 
^^Table 9 shows the number of stocks that have Sharpe ratio above 0.4. 
level 0.25% is reasonable according to the brokerage and fees of securities transaction in Hong 
Kong. Table 12 lists out the items of transaction cost in Hong Kong. A small investor faces the 
transaction cost a little bit above 0.25% and it is believed that, a large trader faces a much lower cost. 
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Table 36: Five-year re turn experiment — Cheung Kong (Holdings) (0001) 
M max min mean sharpe�0.4 
" T o 1 . 2 0 3 9 -0.57390.6218 0.808 
20 1.2544 -0.2520 0.3783 0.348 
50 1.4230 0.0882 0.8437 0.910 
90 1.1933 0.2005 0.6912 0.942 
150 1.1148 -0.1477 0.3836 0.430 
200 1.2135 -0.3820 0.4151 0.508 
250 1.5232 -0.1646 0.5202 0.588 
Notes: 
1. The column m shows the window width of moving averages applied on the stock. 
2. Max, min and mean shows the maximum, minimum and mean Sharpe ratio among 
the 500 five-year periods randomly selected in the experiment. 
3. The column 么0.4 shows the percentage of 500 five-year periods whose Sharpe ratio 
is larger than 0.4 with 0.25% transaction cost. 
Table 37: Five-year return experiment — CLP (Holdings) Ltd (0002) 
M max min mean sharpe�0.4 
~ T 0 1 . 2 5 0 9 -1.21280.1500 0.366 
20 0.9135 -0.8796 0.1306 0.308 
50 0.9759 -0.9267 0.1401 0.112 
90 0.9944 -1.4192 -0.1435 0.130 
150 0.9101 -1.3482 -0.1130 0.154 
200 1.0401 -0.9834 0.1285 0.316 
250 0.9014 -1.1802 -0.0116 0.194 
Table 38: Five-year return experiment — Hong Kong & China Gas (0003) 
M max min mean sharpe> 0.4 
~ l 0 1 . 0 8 8 7 -1.2072 0.0869 0 ^ 2 
20 1.2129 -1.1261 0.1244 0.352 
50 1.0219 -0.3024 0.3047 0.388 
90 0.8477 -0.4543 0.2312 0.222 
150 0.8006 -0.6606 0.1292 0.186 
200 0.8009 -0.9040 0.0626 0.178 
250 1.0761 -1.0448 0.0619 0.226 
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Table 39: Five-year re turn experiment — Wharf (Holdings) Ltd (0004) 
M max min mean sharpe�0.4 
~ l 0 1 . 1 7 6 3 -0.33180.5922 0.740 
20 1.2023 -0.2285 0.6061 0.680 
50 1.1236 -0.1869 0.5779 0.742 
90 0.8290 -0.6449 0.1455 0.224 
150 0.6870 -0.7435 0.0766 0.156 
200 0.8454 -0.5341 0.1221 0.208 
250 1.0769 -0.8117 0.1019 0.286 
Table 40: Five-year return experiment — HSBC Holdings pic (0005) 
M max min mean sharpe> 0.4 
" T o 0 . 9 0 2 2 -0.1642 0.3206 0.382 
20 1.0648 -0.3409 0.3754 0.480 
50 1.2858 -0.1420 0.6226 0.772 
90 1.4885 -0.2330 0.5799 0.668 
150 1.2764 -0.5312 0.4330 0.456 
200 1.2390 -0.5553 0.3584 0.432 
250 1.1467 -0.3862 0.3916 0.494 
Table 41: Five-year return experiment — Hong Kong Electric Holdings Ltd (0006) 
M max min mean sharpe�0.4 
~ l 0 0 . 5 6 6 4 -2.0185 -0.3109 0.066 
20 0.5485 -2.0262 -0.1910 0.044 
50 0.8471 -1.1013 -0.2212 0.086 
90 0.7805 -1.2388 -0.0536 0.076 
150 0.8222 -1.1660 -0.1442 0.086 
200 0.7229 -1.3903 -0.2096 0.044 
250 0.7442 -1.2598 -0.2383 0.042 
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Table 42: Five-year re turn experiment — Hang Lung Development Company Ltd (0010) 
M max min mean sharpe�0.4 
" T o 1 . 0 6 3 3 -0.1780 0.4285 0.444 
20 1.7966 -0.4827 0.6702 0.586 
50 1.8660 -0.2413 0.8014 0.608 
90 1.5392 -0.4257 0.4966 0.516 
150 1.3151 -0.8105 0.1203 0.330 
200 1.3793 -0.7650 0.0858 0.256 
250 1.1342 -0.6431 0.2068 0.348 
Table 43: Five-year return experiment — Hang Seng Bank Ltd (0011) 
M max min mean sharpe�0.4 
" T o 1 . 4 4 1 0 -0.59060.7098 0.790 
20 1.7004 0.1018 0.8848 0.884 
50 1.6549 0.2481 0.9687 0.940 
90 1.5998 -0.1805 0.6545 0.770 
150 1.8067 -0.7273 0.4598 0.478 
200 2.0532 -0.5385 0.6138 0.540 
250 2.1118 -0.6563 0.5744 0.542 
Table 44: Five-year return experiment — Henderson Land Development Company Ltd 
(0012) 
M max min mean sharpe�0.4 
~ l 0 1 . 2 3 2 7 - 0 . 8 4 1 8 0 . 4 9 2 
20 1.3124 -0.3197 0.5255 0.628 
50 1.2480 -0.3853 0.4791 0.516 
90 0.8564 -0.0399 0.3480 0.416 
150 0.5837 -0.6493 0.0624 0.066 
200 0.7436 -1.0926 -0.0174 0.188 
250 0.7843 -0.9300 0.1458 0.292 
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Table 45: Five-year re turn experiment — Hutchison Whampoa Ltd (0013) 
M max min mean sharpe> 0.4 
T o 1 . 1 1 1 2 -0.67230.5628 0.816 
20 1.3287 0.1899 0.6777 0.830 
50 1.2943 -0.3035 0.5759 0.540 
90 0.9927 0.0019 0.4958 0.712 
150 1.0541 -0.3514 0.3360 0.334 
200 0.9811 -0.5086 0.2839 0.300 
250 1.0389 -0.3281 0.3057 0.308 
Table 46: Five-year return experiment — Hysan Development Company Ltd (0014) 
M max min mean sharpe�0.4 
" T o 1 . 1 8 3 1 -0.0299 0.5751 
20 1.1843 0.1300 0.4915 0.594 
50 1.1445 0.0334 0.5688 0.784 
90 1.2351 -0.2048 0.3481 0.388 
150 0.7291 -0.6036 0.0759 0.168 
200 0.7663 -0.5625 0.1101 0.142 
250 0.8308 -0.4837 0.1372 0.152 
Table 47: Five-year return experiment — Sun Hung Kai Properties Ltd (0016) 
M max min mean sharpe�0.4 
" T o 0 . 8 0 8 8 -0.3153 0.2275 0.312 
20 1.0696 -0.4119 0.2315 0.304 
50 0.9261 -0.5398 0.1118 0.134 
90 0.9404 -0.4337 0.0983 0.166 
150 0.6056 -0,5400 0.0124 0.034 
200 0.7500 -0.3947 0.1575 0.146 
250 0.7757 -0.5659 0.0893 0.122 
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Table 48: Five-year re turn experiment — New World Development Company Ltd (0017) 
M max min mean sharpe�0.4 
" T o 0 . 9 7 9 9 0 . 0 3 9 0 0 . 4 7 6 8 0.652 
20 0.9963 -0.1006 0.4734 0.558 
50 1.1315 -0.3473 0.3505 0.468 
90 1.0077 -0.2007 0.2904 0.402 
150 1.0402 -0.5520 0.0730 0.150 
200 1.0783 -0.3959 0.2204 0.310 
250 0.9720 -0.3937 0.3147 0.456 
Table 49: Five-year return experiment — Swire Pacific Ltd A (0019) 
M max min mean sharpe> 0.4 
" T o 1 . 5 7 5 9 -0.1490 0.7724 0.820 
20 1.6577 0.1253 0.9600 0.948 
50 1.5290 -0.4740 0.9085 0.876 
90 1.0525 -0.1136 0.5296 0.672 
150 0.8442 -0.3176 0.2770 0.460 
200 0.9995 -0.6852 0.1682 0.336 
250 1.1963 -0.8096 0.2541 0.406 
Table 50: Five-year return experiment — Wheelock and Company Ltd (0020) 
M max min mean sharpe�0.4 
" T o 1 . 0 4 4 5 -0.65560.3607 0.534 
20 1.1997 -0.4690 0.4885 0.648 
50 1.3396 -0.3344 0.4300 0.442 
90 1.0577 -0.5907 0.4257 0.626 
150 0.8783 -0.8365 -0.0010 0.236 
200 0.9556 -0.7289 0.0192 0.214 
250 0.9805 -0.7483 0.0671 0.264 
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Table 51: Five-year re turn experiment — Bank of East Asia Ltd (0023) 
M max min mean sharpe�0.4 
" T o r o 2 ^ O M ^ 
20 1.0784 -0.8378 0.2163 0.498 
50 1.1707 -0.8515 0.0999 0.196 
90 1.1819 -0.8145 -0.0041 0.076 
150 0.7289 -0.8816 -0.0196 0.128 
200 0.9107 -0.9623 -0.0235 0.152 
250 1.1072 -0.7153 -0.0467 0.052 
Table 52: Five-year return experiment — Sino Land Company Ltd (0083) 
M max min mean sharpe�0.4 
" T o 0 . 9 4 5 0 -0.4440 0.4052 0.578 
20 1.2692 0.0981 0.7246 0.744 
50 0.9410 -0.1674 0.4198 0.534 
90 0.9928 -0.2609 0.2713 0.206 
150 0.9909 -0.0842 0.3175 0.362 
200 0.8405 -0.2800 0.1586 0.210 
250 0.8664 -0.2051 0.2259 0.282 
Table 53: Five-year return experiment — Henderson Investment Ltd (0097) 
M max min mean sharpe> 0.4 
~ T 0 0 . 7 4 2 3 -0.2355 0.1821 0.178 
20 0.8985 0.0747 0.5005 0.618 
50 1.1851 -0.0311 0.4052 0.424 
90 0.9363 -0.1520 0.1887 0.140 
150 1.0201 -0.2269 0.2184 0.314 
200 0.6505 -0.3496 0.0515 0.048 
250 0.8545 -0.2000 0.2665 0.328 
Table 54: Five-year return experiment — Amoy Properties Ltd (0101) 
M max min mean sharpe�0.4 
~ T 6 0 . 8 2 1 1 - 0 . 9 2 8 4 0 . 0 2 4 8 
20 0.5962 -0.5700 0.0025 0.104 
50 0.7860 -0.1601 0.4189 0.646 
90 0.9668 -0.1018 0.3878 0.522 
150 0.7308 -0.9519 -0.0338 0.174 
200 0.9993 -0.5133 0.2192 0.332 
250 1.1600 -0.8016 0.1985 0.416 
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Table 55: Five-year return experiment 一 First Pacific Co Ltd (0142) 
M max min mean sharpe> 0.4 
~ 1 0 0 . 5 7 1 5 -0.5240 -0.0380 0.060 
20 0.4486 -0.3509 -0.0120 0.016 
50 0.9815 -0.5945 0.1237 0.300 
90 0.9119 -0.5596 0.0385 0.204 
150 0.6986 -0.3152 0.1973 0.216 
200 0.7170 -0.5539 0.1567 0.228 
250 0.5610 -0.4949 0.0998 0.110 
Table 56: Five-year return experiment — Johnson Electric Holdings Ltd (0179) 
M max min mean sharpe�0.4 
~ l 0 0 . 7 7 2 8 -0.46170.3913 0.608 
20 1.1739 -0.0578 0.7208 0.902 
50 0.9468 0.0992 0.5387 0.806 
90 0.7777 -0.3572 -0.0333 0.090 
150 0.6396 -0.4703 0.0022 0.162 
200 0.5470 -0.5916 -0.1150 0.068 
250 0.5832 -0.6771 -0.1490 0.128 
Table 57: Five-year return experiment — CITIC Pacific Ltd (0267) 
M max min mean sharpe> 0.4 
" T o 0 . 4 1 8 4 -1.2407 -0.3633 0.006 
20 0.4774 -0.6284 -0.0309 0.018 
50 0.2207 -0.8843 -0.3971 0.000 
90 0.0752 -0.8518 -0.3252 0.000 
150 0.4411 -0.4275 0.0303 0.006 
200 0.4286 -0.6586 -0.1116 0.004 
250 0.3993 -0.6443 -0.1255 0.000 
Table 58: Five-year return experiment — China Resources Enterprise Ltd (0291) 
M max min mean sharpe> 0.4 
" T o 0 . 1 5 0 2 -1.3317 -0.6289 
20 0.6751 -0.3763 0.1047 0.222 
50 1.0707 0.2045 0.6353 0.762 
90 0.8149 -0.0014 0.4693 0.690 
150 0.6000 -0.1813 0.2418 0.194 
200 0.6917 -0.1294 0.2959 0.298 
250 0.8145 -0.0419 0.4732 0.636 
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Table 59: Five-year re turn experiment — Cathay Pacific Airways Ltd (0293) 
M max min mean sharpe�0.4 
~ 1 0 0 . 6 0 3 1 -0.4676 0.1536 0.220 
20 1.2218 -0.3407 0.6192 0.730 
50 1.6404 -0.1408 1.0582 0.868 
90 1.6996 -0.0254 1.2168 0.918 
150 1.4347 0.0829 0.8512 0.922 
200 1.2886 0.0813 0.7723 0.966 
250 1.3511 0.2505 0.7178 0.854 
Table 60: Five-year return experiment — Television Broadcast Ltd (0511) 
M max min mean sharpe�0.4 
" T o - 0 . 5 3 0 0 -1.8286 -1.1931 0.000 
20 -0.2502 -1.6172 -0.9230 0.000 
50 0.8382 -1.6195 -0.5368 0.176 
90 0.8964 -1.5679 -0.3657 0.198 
150 0.5994 -0.9528 -0.2344 0.078 
200 0.2810 -0.8877 -0.2814 0.000 
250 0.4593 -0.7720 -0.1498 0.030 
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Appendix IV: Trend of trading rule profit in recent years 
Some papers suggest that profits of technical trading rules have fallen recently in the US 
market.^ ® Does the trading rule profit in Hong Kong stock market have similar trend? 
To have a brief look on this topic, I pick out four Hang Seng Index constituent stocks: 
Cheung Kong (Holdings) (0001), HSBC Holdings pic (0005), Hang Seng Bank Ltd 
(0011) and Hutchison Whampoa Ltd (0013), study their average returns with 20-day 
moving average^^ as the trading strategy. I assume that investors use 20-day moving 
average to trade for five years. By computing the average return of every 5-year period 
from 1 Jan 1973 to 31 Aug 2000, I get the trend of trading rule profit in Hong Kong. 
Figure 41 to Figure 44, dated by the end date of the 5-year period, show declining 
trends of moving average profit. This result is consistent with the findings in the US. 
A possible reason is that the more advanced technology in recent years assists the flow 
of information, and so increases the efficiency in the stock market. 
Figure 41: Average 5-year return with 20-day moving average — Cheung Kong (Hold-
ings) (0001) 
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Note: The bar shows the average daily return of 20-day moving average. This note 
is applied to all the following figures. 
4°Please refer to LeBaron (2000) and Sullivan, Timmerman and White (1999). The latter paper finds 
that using the daily data on the Dow Jones Industrial Average, the best technical trading rule is found 
to be capable of generating superior performance even after accounting for data-snooping. However, the 
best technical trading rule does not provide superior performance when used in the 10-year post-sample 
period. 
choose 20-day moving average in this study because from the result in section 5，it is profitable 
to use 20-day moving average for most of the Hang Seng Index constituent stocks. 
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Figure 42: Average 5-year return with 20-day moving average — HSBC Holdings pic 
(0005) 
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Figure 43: Average 5-year return with 20-day moving average — Hang Seng Bank Ltd 
(0011) 
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Figure 44: Average 5-year return with 20-day moving average — Hutchison Whampoa 
Ltd (0013) 
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Appendix V: Appendix of tables 
Table 61: Trading rule tests—M= 10, N=1 
stock mean std t-Ratio Sharpe fraction p-value 
" O M i W i O O ^ 0 . 1 5 2 0.000* 
0002 0.660 0.022 2.530 0.486 0.167 0.008* 
0003 0.493 0.032 1.263 0.243 0.142 0.128 
0004 1.660 0.030 4.610 0.886 0.153 0.000* 
0005 0.950 0.021 3.831 0.737 0.151 0.002* 
0006 0.196 0.024 0.682 0.131 0.173 0.260 
0010 1.385 0.030 3.783 0.727 0.160 0.000* 
0011 1.162 0.021 4.609 0.886 0.165 0.000* 
0012 1.373 0.029 3.203 0.742 0.153 0.000* 
0013 1.157 0.030 3.209 0.617 0.150 0.002* 
0014 0.570 0.029 1.368 0.317 0.165 0.090 
0016 1.489 0.030 4.115 0.791 0.154 0.000* 
0017 1.737 0.032 4.508 0.866 0.156 0.000* 
0019 0.918 0.030 2.543 0.489 0.156 0.008* 
0020 1.422 0.032 3.662 0.704 0.159 0.002* 
0023 1.427 0.028 4.173 0.802 0.131 0.000* 
0083 1.556 0.037 2.894 0.664 0.159 0,000* 
0097 0.872 0.035 2.034 0.392 0.154 0.020* 
0101 0.013 0.029 0.030 0.007 0.163 0.544 
0142 0.383 0.034 0.747 0.179 0.183 0.228 
0179 1.813 0.051 2.231 0.565 0.148 0.022* 
0267 0.094 0.027 0.189 0,055 0.168 0.492 
0291 0.540 0.043 0.649 0.199 0.153 0.274 
0293 -0.421 0.024 -1.043 -0.279 0.193 0.852 
0511 -0.941 0.026 -1.940 -0.579 0.169 0.966 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are five stocks whose p-values are larger than 0.05 for all iV = 1 moving averages 
applied: Hong Kong & China Gas (0003), Hong Kong Electric Holdings Ltd (0006), Amoy 
Properties Ltd (0101), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 62: Trading rule tests—M-20, N=1 
stock mean std t-Ratio Sharpe fraction p-value 
~ O M i O T M O 2 ： ^ 0303 0.002氺 
0002 0.655 0.022 2.508 0.482 0.117 0.008* 
0003 0.404 0.032 1.034 0.199 0.105 0.194 
0004 1.749 0.030 4.852 0.933 0.099 0.000* 
0005 0.979 0.021 3.942 0.759 0.102 0.002* 
0006 0.203 0.024 0.705 0.136 0.115 0.238 
0010 1.552 0.030 4.240 0.815 0.101 0.000* 
0011 1.433 0.021 5.699 1.096 0.102 0.000* 
0012 1.858 0.029 4.329 1.004 0.105 0.000* 
0013 1.484 0.030 4.112 0.791 0.102 0.000* 
0014 1.067 0.028 2.567 0.596 0.107 0.002* 
0016 1.719 0.030 4.752 0.914 0.102 0.000* 
0017 1.602 0.032 4.158 0.800 0.096 0.000* 
0019 0.899 0.030 2.488 0.479 0.105 0.004* 
0020 1.378 0.032 3.546 0.682 0.102 0.000* 
0023 1.501 0.028 4.385 0.843 0.093 0.000* 
0083 0.976 0.037 1.811 0.416 0.097 0.040* 
0097 0.795 0.035 1.853 0.357 0.095 0.028* 
0101 0.243 0.029 0.562 0.135 0.107 0.368 
0142 0.443 0.034 0.863 0.207 0.113 0.182 
0179 2.116 0.051 2.601 0.659 0.105 0,010* 
0267 0,785 0.027 1.584 0.459 0.113 0.068 
0291 1.432 0.043 1.716 0.527 0.094 0.054 
0293 0.258 0.024 0.636 0.170 0.131 0.286 
0511 -0.777 0.026 -1.598 -0.477 0.125 0.950 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are five stocks whose p-values are larger than 0.05 for all iV = 1 moving averages 
applied: Hong Kong k China Gas (0003), Hong Kong Electric Holdings Ltd (0006)，Amoy 
Properties Ltd (0101), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
5. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 65: Trading rule tests—M=150, N = 1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 1 . 5 6 2 O M O O O ^ 0.000* 
0002 0.292 0.021 1.127 0.217 0.067 0.186 
0003 0.645 0.032 1.662 0.321 0.062 0.090 
0004 1.186 0.030 3.314 0.639 0.056 0.000* 
0005 0.937 0.020 3.960 0.764 0.057 0.000* 
0006 0.024 0.023 0.084 0.016 0.074 0.526 
0010 1.695 0.030 4.635 0.893 0.058 0.000* 
0011 1.355 0.021 5.409 1.043 0.050 0.000* 
0012 0.908 0.029 2.107 0.490 0.056 0.028* 
0013 0.983 0.030 2.727 0.526 0.059 0.004* 
0014 0.813 0.028 1.949 0.454 0.064 0.028* 
0016 1.373 0.030 3.799 0.733 0.051 0.002* 
0017 1.310 0.032 3.409 0.657 0.055 0.000* 
0019 0.320 0.030 0.893 0.172 0.063 0.206 
0020 1.117 0.032 2.887 0.556 0.059 0.000* 
0023 0.985 0.028 2.867 0.553 0.043 0.008* 
0083 0.647 0.037 1.195 0.275 0.059 0.120 
0097 0.975 0.035 2.319 0.448 0.061 0.012* 
0101 0.478 0.028 1.106 0.267 0.064 0.184 
0142 0.997 0.034 1.940 0.466 0.066 0.042* 
0179 1.606 0.051 1.960 0.499 0.054 0.036* 
0267 1.438 0.027 2.877 0.838 0.055 0.002* 
0291 1.741 0.043 2.067 0.639 0.055 0.022* 
0293 -0.313 0.024 -0.767 -0.206 0.086 0.800 
0511 -0.227 0.026 -0.463 -0.139 0.072 0.720 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level 
7. There are five stocks whose p-values are larger than 0.05 for all TV = 1 moving averages 
applied: Hong Kong & China Gas (0003), Hong Kong Electric Holdings Ltd (0006), Amoy 
Properties Ltd (0101), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 78: Trading rule t e s t s — 1 5 0 , N=10 
stock mean std t-Ratio Sharpe fraction p-value 
0001 1 . 2 3 5 0 . 0 2 9 0 . 0 0 2 * 
0002 -0.066 0.021 -0.260 -0.050 0.051 0.696 
0003 0.663 0.032 1.713 0.331 0.049 0.072 
0004 0.479 0.029 1.381 0.267 0.053 0.112 
0005 0.755 0.019 3.236 0.626 0.034 0.006* 
0006 0.092 0.023 0.332 0.064 0.053 0.452 
0010 1.235 0.029 3.465 0.670 0.043 0.000* 
0011 0.955 0.021 3.822 0.739 0.032 0.002* 
0012 0.625 0.030 1.441 0.337 0.038 0.108 
0013 0.755 0.029 2.124 0.411 0.036 0.028* 
0014 0.472 0.029 1.123 0.263 0.045 0.114 
0016 1.068 0.029 3.011 0.582 0.037 0.004* 
0017 0.963 0.031 2.568 0.497 0.040 0.008* 
0019 0.399 0.028 1.160 0.224 0.045 0.188 
0020 0.998 0.032 2.578 0.498 0.045 0.006* 
0023 0767 0.026 2.431 0.470 0.029 0.032* 
0083 0.361 0.037 0.664 0.154 0.049 0.266 
0097 0.723 0.032 1.848 0.358 0.042 0.052 
0101 0.521 0.029 1.197 0.291 0.043 0.198 
0142 0.983 0.034 1.899 0.458 0.042 0.024* 
0179 -0.108 0.051 -0.131 -0.034 0.039 0.714 
0267 1.026 0.027 2.031 0.596 0.041 0.044* 
0291 1.415 0.043 1.682 0.524 0.042 0.086 
0293 -0.369 0.024 -0.896 -0.242 0.063 0.800 
0511 -0.027 0.026 -0.055 -0.017 0.049 0.548 
Notes： 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are five stocks whose p-values are larger than 0.05 for all TV = 1 moving averages 
applied: Hong Kong h China Gas (0003), Hong Kong Electric Holdings Ltd (0006), Amoy 
Properties Ltd (0101), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2, 
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Table 65: Trading rule tests—M=150, N=1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 0 . 8 1 4 2 ： ^ O l ^ 0.052 
0002 0.025 0.021 0.101 0.020 0.047 0.584 
0003 0.516 0.031 1.344 0.261 0.029 0.150 
0004 0.264 0.028 0.780 0.151 0.033 0.246 
0005 0.542 0.019 2.328 0.452 0.030 0.048* 
0006 -0.084 0.022 -0.310 -0.060 0.041 0.670 
0010 0.401 0.029 1.130 0.220 0.038 0.146 
0011 0.663 0.021 2.635 0.512 0.029 0.042* 
0012 0.598 0.030 1.366 0.321 0.024 0.130 
0013 0.297 0.029 0.840 0.163 0.031 0.294 
0014 0.447 0.029 1.054 0.248 0.032 0.176 
0016 0.703 0.029 2.005 0.390 0.033 0.052 
0017 0.244 0.030 0.666 0.129 0.035 0.274 
0019 0.239 0.028 0.701 0.136 0.034 0.288 
0020 0.500 0.032 1.288 0.250 0.032 0.120 
0023 0.253 0.026 0.794 0.154 0.023 0.358 
0083 0.318 0.037 0.583 0,136 0.033 0.318 
0097 0.132 0.032 0.335 0.065 0.036 0.424 
0101 0.515 0.028 1.181 0.289 0.034 0.224 
0142 0.470 0.034 0.918 0.223 0.035 0.182 
0179 -0.129 0.052 -0.154 -0.040 0.027 0.720 
0267 0.642 0.028 1.250 0.370 0.034 0.210 
0291 1.088 0.042 1.305 0.411 0.024 0,138 
0293 0.140 0.024 0.335 0.091 0.039 0.408 
0511 0.142 0.025 0.291 0.089 0.039 0.468 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are five stocks whose p-values are larger than 0.05 for all iV = 1 moving averages 
applied: Hong Kong & China Gas (0003), Hong Kong Electric Holdings Ltd (0006)，Amoy 
Properties Ltd (0101), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 65: Trading rule tests—M=150, N = 1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 0 . 7 5 9 0 . 0 6 0 
0002 0.187 0.021 0.742 0.145 0.032 0.366 
0003 0.193 0.031 0.505 0.098 0.027 0.468 
0004 0.365 0.028 1.078 0.210 0.026 0.188 
0005 0.463 0.019 1.986 0.387 0.030 0.142 
0006 -0.191 0.022 -0.705 -0.137 0.036 0.798 
0010 0.352 0.029 0.991 0.193 0.033 0.156 
0011 0.751 0.021 2,967 0.578 0.018 0.028* 
0012 0.323 0.030 0.735 0.174 0.026 0.304 
0013 0.362 0.029 1.021 0.199 0.028 0.240 
0014 0.165 0.029 0.386 0.091 0.032 0.356 
0016 0.486 0.029 1.390 0.271 0.029 0.188 
0017 0.202 0.030 0.551 0.107 0.027 0.290 
0019 0.309 0.028 0.910 0.177 0.024 0.242 
0020 0.653 0.032 1.675 0.326 0.023 0.060 
0023 0.194 0.026 0.605 0.118 0.024 0.364 
0083 0.274 0.037 0.498 0.117 0.027 0.338 
0097 -0.090 0.032 -0.229 -0.045 0.034 0.670 
0101 0.382 0.029 0.867 0.213 0.025 0.314 
0142 0.433 0.033 0.847 0.207 0.025 0.212 
0179 -0.411 0.052 -0.484 -0.126 0.021 0.846 
0267 0.800 0.028 1.539 0.460 0.028 0.130 
0291 0.709 0.042 0.848 0.270 0.019 0.262 
0293 0.036 0.024 0.085 0.023 0.031 0.472 
0511 0.037 0.025 0.074 0.023 0.030 0.508 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are five stocks whose p-values are larger than 0.05 for all iV = 1 moving averages 
applied: Hong Kong & China Gas (0003)，Hong Kong Electric Holdings Ltd (0006), Amoy 
Properties Ltd (0101), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 65: Trading rule tests—M=150, N = 1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 0 . 8 1 8 2 M 0 0 7 9 0018 0.042* 
0002 -0.042 0.021 -0.164 -0.032 0.028 0.700 
0003 0.226 0.030 0.605 0.119 0.023 0.432 
0004 0.274 0.027 0.810 0.158 0.028 0.234 
0005 0.456 0.019 1.960 0.384 0.023 0,152 
0006 -0.202 0.022 -0.751 -0.147 0.038 0.830 
0010 0.476 0.029 1.338 0.262 0.024 0.110 
0011 0.747 0.021 2.932 0.574 0.014 0.024* 
0012 0.427 0.030 0.966 0.230 0.027 0.270 
0013 0.586 0.029 1.655 0.324 0.024 0.1200 
0014 0.418 0.028 0.980 0.233 0.027 0.138 
0016 0.528 0.028 1.512 0.296 0.024 0.142 
0017 0.299 0.030 0.818 0.160 0.025 0.246 
0019 0.250 0.027 0.749 0.147 0.022 0.302 
0020 0.776 0.032 1.988 0.389 0.019 0.032* 
0023 0.254 0.026 0.787 0.154 0.021 0.348 
0083 0.269 0.037 0.486 0.114 0.031 0.340 
0097 -0.042 0.032 -0.108 -0.021 0.031 0.582 
0101 0.289 0.028 0.670 0.166 0.022 0.392 
0142 0.419 0.033 0.817 0.201 0.025 0.214 
0179 -0.558 0,052 -0.649 -0.170 0.028 0.898 
0267 0.933 0.027 1.797 0.542 0.018 0.088 
0291 0.727 0.036 1.009 0.325 0.017 0.274 
0293 -0.023 0.025 -0.054 -0.015 0.024 0.584 
0511 0.183 0.026 0.365 0.114 0.028 0.376 
Notes: ~ 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-valueshows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are five stocks whose p-values are larger than 0.05 for all iV = 1 moving averages 
applied: Hong Kong & China Gas (0003), Hong Kong Electric Holdings Ltd (0006), Amoy 
Properties Ltd (0101), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 68: Trading rule tests—M=20, N=1 (rearrange in decreasing order of mean 
returns) 
stock mean std t-Ratio Sharpe annual return 
0179 2 . 1 1 6 0 . 0 5 1 2 . 6 0 1 0.659 70.35 
0012* 1.858 0.029 4.329 1.004 59.64 
0004* 1.749 0.030 4.852 0.933 55.33 
0016* 1.719 0.030 4.752 0.914 54.16 
0017* 1.602 0.032 4.158 0.800 49.69 
0010* 1.552 0.030 4.240 0.815 47.82 
0023 1.501 0.028 4.385 0.843 45.93 
0013* 1.484 0.030 4.112 0.791 45.31 
0011 1.433 0.021 5.699 1.096 43.46 
0291 1.432 0.043 1.716 0.527 43.42 
0020 1.378 0.032 3.546 0.682 41.48 
0014* 1.067 0.028 2.567 0.596 30.83 
0005 0.979 0.021 3.942 0.759 27.97 
0083* 0.976 0.037 1.811 0.416 27.87 
0001* 0.970 0.030 2.699 0.519 27.68 
0019 0.899 0.030 2.488 0.479 25.41 
0097* 0.795 0.035 1.853 0.357 22.17 
0267 0.785 0.027 1.584 0.459 21.86 
0002 0.655 0.022 2.508 0.482 17.94 
0142 0.443 0.034 0.863 0.207 11.81 
0003 0.404 0.032 1.034 0.199 10.71 
0293 0.258 0.024 0.636 0.170 6.72 
0101* 0.243 0.029 0.562 0.135 6.31 
0006 0.203 0.024 0.705 0.136 5.25 
0511 -0.777 0.026 -1.598 -0.477 -17.79 
Notes: 
1. The stocks marked with * are property stocks. 
2. Mean shows mean of daily trading rule profit multiplied by 1000. 
3. The column t-Ratio is equal to mean return divided by standard deviation and 
multiplied by the square root of number of observation. 
4. Please refer to section 5.2 for computation of Sharpe ratio, which represents the 
risk-adjusted returns. 
5. Annual return, which is the annualized trading rule profit per year in percentage, 
is computed by ((1 + mean严�—1). 
5. For company name of stocks, please refer to the corresponding stock codes in 
Table 2. 
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Table 65: Trading rule tests—M=150, N=1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 L ^ O M O O ^ 0.000* 
0002 0.585 0.022 2.240 0.431 0.063 0.010* 
0003 0.120 0.032 0.308 0.059 0.056 0,444 
0004 1.277 0.030 3.538 0.680 0.056 0.000* 
0005 0.793 0.021 3.194 0.615 0.059 0.000* 
0006 0.353 0.024 1.229 0.236 0.066 0.144 
0010 1.483 0.030 4.052 0.779 0.054 0.000* 
0011 1.454 0.021 5.781 1.112 0.053 0.000* 
0012 0.985 0.029 2.292 0.531 0.058 0.024* 
0013 1.178 0.030 3.265 0.628 0.056 0.002* 
0014 0.540 0.028 1.299 0.302 0.060 0.090 
0016 1.207 0.030 3.333 0.641 0.059 0.000* 
0017 1.469 0.032 3.811 0.733 0.055 0.000* 
0019 0.619 0.030 1.712 0.329 0.062 0.040* 
0020 1.453 0.032 3.739 0.719 0.057 0.000* 
0023 1.822 0.028 5.325 1.024 0.048 0.000* 
0083 0.893 0.037 1.658 0.381 0.054 0.042* 
0097 0.391 0.035 0.912 0.176 0.055 0.196 
0101 0.430 0.029 0.993 0.239 0.060 0.222 
0142 0.859 0.034 1.676 0.401 0.064 0.056 
0179 1.797 0.051 2.208 0.560 0.059 0.020* 
0267 0.690 0.027 1.392 0.404 0.063 0.132 
0291 1.673 0.043 2.007 0.617 0.048 0.034* 
0293 0.323 0.024 0.798 0.214 0.065 0.234 
0511 -0.621 0.026 -1.277 -0.382 0.067 0.892 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are eight stocks whose p-values are larger than 0.05 for all iV = 5 moving averages 
applied: Hong Kong & China Gas (0003), Hong Kong Electric Holdings Ltd (0006), Hysan 
Development Company Ltd (0014), Henderson Investment Ltd (0097), Amoy Properties 
Ltd (0101), CITIC Pacific Ltd (267), Cathay Pacific Airways Ltd (0293) and Television 
Broadcast Ltd (0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 78: Trading rule t e s t s — 1 5 0 , N=10 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 L ^ 3 7 m 0?718 0.000* 
0002 0.102 0.021 0.393 0.076 0.036 0.420 
0003 0.616 0.032 1.589 0.306 0.031 0.088 
0004 0.783 0.030 2.186 0.421 0.027 0.016* 
0005 0.712 0.020 3.005 0.579 0.032 0.012* 
0006 0.121 0.023 0.425 0.082 0.036 0.360 
0010 1.403 0.030 3.836 0.739 0.029 0.000* 
0011 0.962 0.021 3.836 0.739 0.026 0.004* 
0012 1.160 0.029 2.693 0.626 0.028 0.010* 
0013 1.063 0.030 2.950 0.569 0.031 0.002* 
0014 0.253 0.028 0.605 0.141 0.034 0.278 
0016 1.337 0.030 3.699 0.713 0.029 0.000* 
0017 1.437 0.032 3.740 0.721 0.028 0.000* 
0019 0.181 0.030 0.506 0.096 0.032 0.360 
0020 1.079 0.032 2.788 0.537 0.030 0.008* 
0023 0.887 0.028 2.581 0.498 0.024 0.012* 
0083 0.507 0.037 0.935 0.216 0.033 0.158 
0097 0.686 0.035 1.631 0.315 0.031 0.068 
0101 0.460 0.028 1.064 0.257 0.034 0.214 
0142 0.974 0.034 1.894 0.455 0.033 0.032* 
0179 1.370 0.051 1.671 0.425 0.031 0.082 
0267 0.892 0.027 1.783 0.519 0.031 0.058 
0291 1.480 0.043 1.758 0.543 0.028 0.040* 
0293 -0.147 0.024 -0.360 -0.097 0.040 0.662 
0511 0.234 0.026 0.477 0.143 0.034 0.352 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are eight stocks whose p-values are larger than 0.05 for all iV = 5 moving averages 
applied: Hong Kong & China Gas (0003), Hong Kong Electric Holdings Ltd (0006), Hysan 
Development Company Ltd (0014), Henderson Investment Ltd (0097), Amoy Properties 
Ltd (0101), CITIC Pacific Ltd (267), Cathay Pacific Airways Ltd (0293) and Television 
Broadcast Ltd (0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2, 
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Table 65: Trading rule tests—M=150, N=1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 1 . 2 2 7 0 0 ^ 0.008* 
0002 -0.011 0.021 -0.043 -0.008 0.025 0.622 
0003 0.645 0.032 1.667 0.322 0.023 0.078 
0004 0.440 0.029 1.269 0.245 0.026 0.124 
0005 0.675 0.019 2.893 0.560 0.019 0.018* 
0006 0.152 0.023 0.550 0.106 0.027 0.364 
0010 0.901 0.029 2.526 0.488 0.021 0.012* 
0011 0.903 0.021 3.613 0.699 0.016 0.006* 
0012 0.746 0.030 1.721 0.402 0.020 0.062 
0013 0.478 0.029 1.344 0.260 0.021 0.126 
0014 0.375 0.029 0.893 0.209 0.023 0.172 
0016 1.030 0.029 2.906 0.562 0.018 0.006* 
0017 0.798 0.031 2.130 0.412 0.022 0.022* 
0019 0.299 0.028 0.871 0.168 0.023 0.240 
0020 0.984 0.032 2.540 0.491 0.023 0.006* 
0023 0.590 0.026 1.868 0.361 0.015 0.048* 
0083 0.643 0.037 1.182 0,274 0.025 0.112 
0097 0.655 0.032 1.675 0.324 0.021 0.082 
0101 0.116 0.029 0.267 0.065 0.023 0.480 
0142 1.246 0.034 2.406 0.581 0.019 0.014* 
0179 -0.281 0.051 -0.340 -0.087 0.024 0.776 
0267 0.879 0.027 1.738 0.510 0.020 0.084 
0291 1.313 0.043 1.560 0.486 0.019 0.086 
0293 -0.207 0.024 -0.502 -0.136 0.031 0.670 
0511 0.682 0.026 1.383 0.418 0.026 0.084 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are eight stocks whose p-values are larger than 0.05 for all TV = 5 moving averages 
applied: Hong Kong & China Gas (0003), Hong Kong Electric Holdings Ltd (0006), Hysan 
Development Company Ltd (0014), Henderson Investment Ltd (0097), Amoy Properties 
Ltd (0101), CITIC Pacific Ltd (267), Cathay Pacific Airways Ltd (0293) and Television 
Broadcast Ltd (0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 65: Trading rule tests—M=150, N=1 
stock mean std t-Ratio Sharpe fraction p-value 
0001 0 . 7 2 8 0 . 0 2 8 O S S 0.066 
0002 -0,019 0.021 -0.076 -0.015 0.020 0.654 
0003 0.422 0.031 1.099 0.214 0.0142 0.244 
0004 0.346 0.028 1.022 0.199 0.017 0.196 
0005 0.474 0.019 2.038 0.396 0.015 0.100 
0006 -0.074 0.022 -0.272 -0.053 0.019 0.666 
0010 0.357 0.029 1.008 0.196 0.018 0.176 
0011 0.661 0.021 2.626 0.510 0.014 0.034* 
0012 0.370 0.030 0.845 0.199 0.013 0.230 
0013 0.244 0.029 0.688 0.134 0.015 0.320 
0014 -0.091 0.029 -0.214 -0.050 0.014 0.624 
0016 0.572 0.029 1.630 0.317 0.016 0.116 
0017 0.243 0.030 0.663 0.129 0.017 0.298 
0019 0.225 0.028 0.662 0.129 0.016 0.328 
0020 0.492 0.032 1.269 0.246 0.017 0.100 
0023 0.244 0.026 0.765 0.149 0.015 0.330 
0083 0.092 0.037 0.168 0.039 0.018 0.450 
0097 -0.042 0.032 -0.106 -0.021 0.017 0.608 
0101 0.486 0.028 1.113 0.272 0.016 0.260 
0142 0.553 0.033 1.081 0.263 0.018 0.178 
0179 -0.575 0.052 -0.685 -0.177 0.014 0.892 
0267 0.727 0.027 1.415 0.420 0.016 0.166 
0291 1.006 0.042 1.207 0.380 0.013 0.208 
0293 0.059 0.024 0.141 0.039 0.015 0.456 
0511 0.399 0.025 0.821 0.251 0.021 0.252 
Notes: ~ 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are eight stocks whose p-values are larger than 0.05 for all iV 二 5 moving averages 
applied: Hong Kong & China Gas (0003), Hong Kong Electric Holdings Ltd (0006), Hysan 
Development Company Ltd (0014), Henderson Investment Ltd (0097), Amoy Properties 
Ltd (0101), CITIC Pacific Ltd (267), Cathay Pacific Airways Ltd (0293) and Television 
Broadcast Ltd (0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 65: Trading rule tests—M=150, N=1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 0 . 6 7 3 i M i O l 2 0.104 
0002 0.072 0.021 0.286 0.056 0.012 0.554 
0003 -0.025 0.031 -0.065 -0.013 0.012 0.662 
0004 0,464 0.028 1.372 0.267 0.013 0.124 
0005 0.423 0.019 1.813 0.354 0.015 0.158 
0006 -0.159 0.022 -0.587 -0.115 0.016 0.772 
0010 0.446 0.029 1.253 0.244 0.014 0.122 
0011 0.796 0.021 3.145 0.613 0.009 0.024* 
0012 0.259 0.030 0.590 0.139 0.013 0.370 
0013 0.292 0.029 0.821 0.160 0.014 0.280 
0014 0.042 0.029 0.098 0.023 0.015 0.466 
0016 0.369 0.029 1.054 0.205 0.013 0.232 
0017 0.243 0.030 0.665 0.130 0.013 0.272 
0019 -0.032 0.028 -0.094 -0.018 0.013 0.618 
0020 0.691 0.032 1.773 0.346 0.011 0.028* 
0023 0.216 0.026 0.672 0.131 0.014 0.392 
0083 0.051 0.037 0.093 0.022 0.014 0.464 
0097 -0.141 0.032 -0.360 -0.070 0.018 0.654 
0101 0.414 0.029 0.938 0.231 0.012 0.306 
0142 0.504 0.033 0.987 0.241 0.014 0.170 
0179 -0.645 0.052 -0.759 -0.197 0.013 0.872 
0267 0.691 0.028 1.329 0.397 0.015 0.184 
0291 0.374 0.042 0.447 0.142 0.012 0,458 
0293 0.119 0.024 0.282 0.077 0.012 0.392 
0511 0.294 0.025 0.595 0.184 0.016 0.314 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with the 5 percent significance 
level. 
7. There are eight stocks whose p-values are larger than 0.05 for all TV = 5 moving averages 
applied: Hong Kong k China Gas (0003)，Hong Kong Electric Holdings Ltd (0006), Hysan 
Development Company Ltd (0014), Henderson Investment Ltd (0097), Amoy Properties 
Ltd (0101), CITIC Pacific Ltd (267)，Cathay Pacific Airways Ltd (0293) and Television 
Broadcast Ltd (0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 65: Trading rule tests—M=150, N=1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 0 . 7 0 1 " " " 2 ： ^ O l O 0.084 
0002 0.038 0.021 0.150 0.029 0.013 0.602 
0003 0.127 0.030 0.339 0.066 0.010 0.578 
0004 0.357 0.027 1.057 0.207 0.014 0.192 
0005 0.437 0.019 1.879 0.368 0.010 0.196 
0006 -0.141 0.022 -0.524 -0.103 0.015 0.750 
0010 0.501 0.029 1.407 0.275 0.012 0.106 
0011 0.685 0.021 2.689 0.526 0.007 0.056 
0012 0.023 0,030 0.053 0.013 0.014 0.568 
0013 0.482 0.029 1.361 0.266 0.010 0.192 
0014 0.148 0.028 0.347 0.083 0.012 0.368 
0016 0.374 0.028 1.071 0.210 0.013 0.264 
0017 0.355 0.030 0.971 0.190 0.013 0.180 
0019 0.176 0.027 0.527 0.103 0.011 0.370 
0020 0.614 0.032 1.572 0.308 0.011 0.078 
0023 0.306 0.026 0.945 0.185 0.011 0.314 
0083 0.121 0.037 0.219 0.052 0.015 0.480 
0097 0.022 0.032 0.055 0.011 0.016 0.518 
0101 0.493 0.028 1.143 0.283 0.011 0.258 
0142 0.467 0.033 0.911 0.224 0.012 0.204 
0179 -0.782 0.052 -0.910 -0.238 0.015 0.908 
0267 0.944 0.027 1.818 0.549 0.010 0.120 
0291 0.978 0.036 1.358 0.437 0.007 0.206 
0293 -0.080 0.025 -0.186 -0.052 0.012 0.576 
0511 0.269 0.026 0.538 0.168 0.017 0.374 
Notes: ~ 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are eight stocks whose p-values are larger than 0.05 for all TV = 5 moving averages 
applied: Hong Kong & China Gas (0003), Hong Kong Electric Holdings Ltd (0006), Hysan 
Development Company Ltd (0014), Henderson Investment Ltd (0097), Amoy Properties 
Ltd (0101)，CITIC Pacific Ltd (267), Cathay Pacific Airways Ltd (0293) and Television 
Broadcast Ltd (0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 65: Trading rule tests—M=150, N = 1 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 0 . 9 7 5 2 ? 7 l 3 0.002* 
0002 0.424 0.022 1.623 0.312 0.056 0.072 
0003 0.207 0.032 0.529 0.102 0.051 0.354 
0004 0.865 0.030 2.397 0.461 0.052 0.010* 
0005 0.703 0.021 2.831 0.545 0.054 0.006* 
0006 0.278 0.024 0.969 0.186 0.056 0.186 
0010 1.512 0.030 4.129 0.794 0.051 0.002* 
0011 1.206 0.021 4.792 0.922 0.047 0.000* 
0012 0.919 0.029 2.138 0.496 0.050 0.032* 
0013 0795 0.030 2.201 0.423 0.051 0.026* 
0014 0.363 0.028 0.873 0.203 0.053 0.194 
0016 1.032 0.030 2.850 0.548 0.053 0.004* 
0017 1.214 0.032 3.150 0.606 0.050 0.002* 
0019 0.717 0.030 1.984 0.382 0.054 0.022* 
0020 0.813 0.032 2.089 0.402 0.053 0.014* 
0023 1.057 0.028 3.085 0,593 0.045 0.004* 
0083 0.482 0.037 0.894 0,205 0.049 0.208 
0097 0.407 0.035 0.948 0.183 0.049 0.174 
0101 0.602 0.029 1.390 0.335 0.052 0.112 
0142 1.105 0.034 2.155 0.516 0.057 0.018* 
0179 1.356 0.051 1.666 0.422 0.050 0.076 
0267 0.251 0.027 0.507 0.147 0.055 0.360 
0291 0.695 0.043 0.832 0.256 0.048 0.224 
0293 0.300 0.024 0.742 0.199 0.055 0.250 
0511 0.134 0.026 0.274 0.082 0.058 0.368 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are ten stocks whose p-values are larger than 0.05 for all N = 10 moving averages 
applied: CLP (Holdings) Ltd (0002)，Hong Kong k China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Hysan Development Company Ltd (0014), Sino Land Company Ltd 
(0083), Henderson Investment Ltd (0097), Amoy Properties Ltd (0101), Johnson Electric 
Holdings Ltd (0179), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 76: Trading rule tests—M二50, N=10 
stock mean std t-Ratio Sharpe fraction p-value 
~ o M i L O ^ o j ^ 2 ： ^ o M i o ^ 0.010* 
0002 0.170 0.021 0.656 0.126 0.027 0.312 
0003 0.474 0.032 1.222 0.236 0.023 0.180 
0004 0.606 0.030 1.691 0.326 0.023 0.052 
0005 0.793 0.020 3.348 0.646 0.023 0.002* 
0006 0.093 0.023 0.328 0.063 0.027 0.420 
0010 1.325 0.030 3.620 0.698 0.022 0.000* 
0011 0.916 0.021 3.655 0.704 0.021 0.004* 
0012 0.756 0.029 1.754 0.408 0.022 0.052 
0013 1.027 0.030 2.848 0.549 0.025 0.008* 
0014 0.605 0.028 1.450 0.338 0.028 0.070 
0016 1.258 0.030 3.481 0.671 0.024 0.000* 
0017 1.237 0.032 3.219 0.620 0.022 0.000* 
0019 -0.163 0.030 -0.455 -0.088 0.027 0.748 
0020 0.998 0.032 2.579 0.497 0.024 0.004* 
0023 0.635 0.028 1.846 0.356 0.021 0.062 
0083 0.805 0.037 1.487 0.343 0.026 0.062 
0097 0.580 0.035 1.380 0.266 0.026 0.122 
0101 0.159 0.028 0.367 0.089 0.029 0.440 
0142 1.093 0.034 2.126 0.510 0.025 0.016* 
0179 1.141 0.051 1.392 0.354 0.024 0.136 
0267 1.011 0.027 2.022 0.589 0.021 0.036* 
0291 1.629 0.043 1,934 0.598 0.021 0.014* 
0293 -0.330 0.024 -0.808 -0.217 0.029 0.818 
0511 0.511 0.026 1.043 0.313 0.024 0.202 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are ten stocks whose p-values are larger than 0.05 for all N = 10 moving averages 
applied: CLP (Holdings) Ltd (0002), Hong Kong k China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Hysan Development Company Ltd (0014), Sino Land Company Ltd 
(0083), Henderson Investment Ltd (0097), Amoy Properties Ltd (0101)，Johnson Electric 
Holdings Ltd (0179), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 80: Trading rule tests—M二250, N=10 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 0 . 9 5 4 2 7 m a m M U 0.026* 
0002 0.049 0.021 0.193 0.037 0.019 0.532 
0003 0.712 0.032 1.839 0.356 0.015 0.060 
0004 0.422 0.029 1.216 0.235 0.018 0.146 
0005 0.546 0.019 2.337 0.452 0.014 0.052 
0006 -0.007 0.023 -0.024 -0.005 0.019 0.608 
0010 0.958 0.029 2.687 0.519 0.016 0.004* 
0011 0.910 0.021 3.643 0.704 0.014 0.006* 
0012 0.655 0.030 1.510 0.353 0.015 0.096 
0013 0.586 0.029 1.646 0.318 0.015 0.076 
0014 0.275 0.029 0.654 0.153 0.019 0.254 
0016 0.897 0.029 2.530 0.489 0.014 0.012* 
0017 0.653 0.031 1.743 0.337 0.016 0.060 
0019 0.341 0.028 0.992 0.198 0.019 0.230 
0020 0.758 0.032 1.979 0.378 0.017 0.032* 
0023 0.446 0.026 1.413 0.273 0.013 0.148 
0083 0.379 0.037 0.697 0.161 0.020 0.246 
0097 0.574 0.032 1.466 0.284 0.016 0.110 
0101 0.291 0.029 0.668 0.162 0.017 0.320 
0142 0.731 0.034 1.412 0.341 0.014 0.072 
0179 -0.337 0.051 -0.408 -0.104 0.017 0.790 
0267 0.484 0.027 0.958 0.281 0.018 0.236 
0291 1.186 0.043 1.410 0.439 0.012 0.116 
0293 -0.164 0.024 -0.399 -0.108 0.022 0.654 
0511 0.610 0.026 1.235 0.374 0.014 0.108 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are ten stocks whose p-values are larger than 0.05 for all iV = 10 moving averages 
applied: CLP (Holdings) Ltd (0002), Hong Kong h China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Hysan Development Company Ltd (0014), Sino Land Company Ltd 
(0083), Henderson Investment Ltd (0097), Amoy Properties Ltd (0101)，Johnson Electric 
Holdings Ltd (0179), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 78: Trading rule t e s t s — 1 5 0 , N=10 
stock mean std t-Ratio Sharpe fraction p-value 
L ^ O l 2 0.088 
0002 -0.023 0.021 -0.089 -0.017 0.014 0.690 
0003 0.120 0.031 0.313 0.061 0.011 0.498 
0004 0.171 0.028 0.503 0.098 0.011 0.330 
0005 0.421 0.019 1.811 0.352 0.012 0.146 
0006 0.117 0.022 0.433 0.084 0.014 0.434 
0010 0.188 0.029 0.530 0.103 0.014 0.302 
0011 0.709 0.021 2.819 0.547 0.011 0.022* 
0012 0.169 0.030 0.385 0.091 0.009 0.402 
0013 0.039 0.029 0.110 0.021 0.013 0.546 
0014 0.005 0.029 0.011 0.003 0.012 0.546 
0016 0.490 0.029 1.397 0.271 0.011 0.164 
0017 0.090 0.030 0.245 0.048 0.013 0.420 
0019 0.088 0.028 0.260 0.051 0.011 0.484 
0020 0.383 0.032 0.987 0.192 0.012 0.170 
0023 0.113 0.026 0.355 0.069 0.012 0.446 
0083 0.248 0.037 0.455 0.106 0.012 0.348 
0097 -0.165 0.032 -0.418 -0.081 0.013 0.722 
0101 0.426 0.028 0.977 0.239 0.011 0.302 
0142 0.652 0.033 1.273 0.309 0.014 0.132 
0179 -0.513 0.052 -0.611 -0.157 0.010 0.872 
0267 0.525 0.028 1.022 0.303 0.012 0.278 
0291 0.361 0.042 0.433 0.136 0.011 0.446 
0293 0.174 0.024 0.417 0.114 0.011 0.312 
0511 0.759 0.025 1.561 0.477 0.011 0.074 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are ten stocks whose p-values are larger than 0.05 for all N = IQ moving averages 
applied: CLP (Holdings) Ltd (0002), Hong Kong & China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Hysan Development Company Ltd (0014), Sino Land Company Ltd 
(0083), Henderson Investment Ltd (0097), Amoy Properties Ltd (0101), Johnson Electric 
Holdings Ltd (0179), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2, 
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Table 80: Trading rule tests—M二250, N=10 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 O O ^ L M 2 O M 0.230 
0002 0.126 0.021 0.497 0.097 0.009 0.458 
0003 0.132 0.031 0.346 0.067 0.008 0.520 
0004 0.320 0.028 0.947 0.185 0.010 0.194 
0005 0.364 0.019 1.561 0.304 0.010 0.206 
0006 -0.129 0.022 -0.477 -0.093 0.012 0.726 
0010 0.423 0.029 1.190 0.232 0.011 0.138 
0011 0.688 0.021 2.717 0.530 0.007 0.050 
0012 0.041 0.030 0.094 0.022 0.010 0.558 
0013 0.188 0.029 0.532 0.104 0.012 0.404 
0014 0.092 0.029 0.215 0.051 0.010 0.408 
0016 0.328 0.029 0.938 0,183 0.010 0.278 
0017 0.227 0.030 0.619 0.121 0.010 0.278 
0019 0.057 0.028 0.169 0.033 0.010 0.528 
0020 0.369 0.032 0.946 0.184 0.009 0.182 
0023 0.135 0.026 0.419 0.082 0.010 0.456 
0083 0.179 0.037 0.325 0.076 0.010 0.374 
0097 -0.257 0.032 -0.656 -0.128 0.014 0.760 
0101 0.253 0.029 0.573 0.141 0.007 0.456 
0142 0.537 0.033 1.051 0.257 0.009 0.154 
0179 -0.757 0.052 -0.892 -0.231 0.010 0.902 
0267 0.981 0.028 1.887 0.564 0.009 0.068 
0291 -0.053 0.042 -0.063 -0.020 0.009 0.638 
0293 0.103 0.024 0.243 0.067 0.009 0.422 
0511 0.623 0.025 1.262 0.390 0.010 0.132 
Notes： 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5), 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are ten stocks whose p-values are larger than 0.05 for all N = IQ moving averages 
applied: CLP (Holdings) Ltd (0002), Hong Kong & China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Hysan Development Company Ltd (0014), Sino Land Company Ltd 
(0083), Henderson Investment Ltd (0097), Amoy Properties Ltd (0101), Johnson Electric 
Holdings Ltd (0179), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 80: Trading rule tests—M二250, N=10 
stock mean std t-Ratio Sharpe fraction p-value 
0 0 0 1 0 . 7 2 4 O O ^ O O i ^ 0.068 
0002 0.133 0.021 0.527 0.103 0.009 0.454 
0003 0.192 0.030 0.512 0.100 0.008 0.510 
0004 0.379 0.027 1.123 0.220 0.009 0,166 
0005 0.325 0.019 1.396 0.273 0.008 0.284 
0006 -0.068 0.022 -0.254 -0.050 0.013 0.668 
0010 0.623 0.029 1.752 0.343 0.009 0.052 
0011 0.569 0.021 2.233 0.437 0.006 0.114 
0012 -0.062 0.030 -0.139 -0.033 0.011 0.654 
0013 0.552 0.029 1.559 0.305 0.007 0.146 
0014 0.132 0.028 0.308 0.074 0.009 0.392 
0016 0.158 0.028 0.453 0.089 0.010 0.470 
0017 0.323 0.030 0.884 0.173 0.009 0.200 
0019 0.131 0.027 0.391 0.077 0.008 0.410 
0020 0.401 0.032 1.027 0.201 0.009 0.182 
0023 0.232 0.026 0.716 0.140 0.008 0.386 
0083 0.155 0.037 0.279 0.066 0.010 0.464 
0097 -0.042 0,032 -0.106 -0.021 0.013 0.582 
0101 0.566 0.028 1.314 0.325 0.007 0.204 
0142 0.220 0.033 0.430 0.106 0.008 0.382 
0179 -0.617 0.052 -0.718 -0.188 0.011 0.898 
0267 0.919 0.027 1.771 0.534 0.007 0.124 
0291 0.800 0.036 1.111 0.357 0.006 0.294 
0293 -0.016 0.025 -0.038 -0.011 0.008 0.544 
0511 0.372 0.026 0.744 0.232 0.013 0.270 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. 
2. The t-Ratio tests whether the mean returns are zero, assuming the mean returns are 
normally distributed. 
3. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). 
4. Fraction represents the fraction of days on which a switch of buy and sell signal takes 
place and investors need to trade in the market. 
5. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
6. The column p-value shows * if p-value is less than 0.05. This also means that the stock 
price series is not generated from a random walk model with 5 percent significance level. 
7. There are ten stocks whose p-values are larger than 0.05 for all N = 10 moving averages 
applied: CLP (Holdings) Ltd (0002), Hong Kong & China Gas (0003), Hong Kong Electric 
Holdings Ltd (0006), Hysan Development Company Ltd (0014)，Sino Land Company Ltd 
(0083), Henderson Investment Ltd (0097), Amoy Properties Ltd (0101), Johnson Electric 
Holdings Ltd (0179), Cathay Pacific Airways Ltd (0293) and Television Broadcast Ltd 
(0511). 
8. For company name of stocks, please refer to the corresponding stock codes in Table 2. 
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Table 81: One-year re turn experiments — Cheung Kong (Holdings) (0001) 
zero cost returns sharpe ratios for varying costs 
mean std. max min 0% 0.05% 0.1% 0 . 2 5 ^ 
10 0 .31480 .39821 .2514 -0.8441 0.7907 0.7412 0.69180.5449 
20 0.2316 0.4462 1.5176 -0.6439 0.5191 0.4884 0.4579 0.3673 
50 0.3630 0.3195 1.3437 -0.5376 1.1358 1.1109 1.0861 1.0126 
90 0.3325 0.3255 1.3087 -0.4032 1.0215 1.0028 0.9842 0.9293 
150 0.1909 0.3645 1.2827 -0.6642 0.5237 0.5104 0.4972 0.4579 
200 0.2119 0.4275 1.3818 -0.9444 0.4955 0.4860 0.4766 0.4488 
250 0.2064 0.4148 1.3606 -0.8351 0.4976 0.4904 0.4832 0.4619 
Notes: 
1. The column m represents the window size of the moving average applied. 
2. The one-year return experiment is done by applying the moving average rules 
on 500 randomly one-year subperiods chosen from the data. Returns over that 
one-year period are summed and the mean, standard deviation, maximum and 
mimmum of the 500 one-year returns with zero transaction cost are shown. 
3. Sharpe ratios for different transaction costs are presented in the columns titled 
with the corresponding rate of transaction costs. 
4. Sharpe ratio with zero transaction cost should be roughly the same as the Sharpe 
ratio in Table 61 to Table 67 for corresponding size of moving average. The 
difference is due to different method used in estimating the Sharpe ratio: in 
Table 61 to Table 67，Sharpe ratio is computed by average daily mean return and 
standard deviation of the whole price series while it is computed by mean and 
standard deviation of annual return among the 500 one-year subperiods. 
Table 82: One-year return experiments 一 Hong Kong & China Gas (0003) 
zero cost returns sharpe ratios for varying costs 
^ mean std. max min 0% 0.05% 0.1% 0.25% 
10 0 .09610.51791.6219 -1.2891 0.1855 0.1520 0.1185 0.0182 
20 0.1146 0.4765 1.5041 -2.1928 0.2405 0.2126 0.1848 0.1019 
50 0.1795 0.3248 1.5041 -0.6523 0.5527 0.5281 0.5036 0.4304 
90 0.1365 0.3397 1.7272 -0.6832 0.4018 0.3813 0.3611 0.3014 
150 0.0990 0.4322 2.5382 -0.8659 0.2290 0.2204 0.2117 0.1860 
200 0.0415 0.3742 1.0986 -1.1288 0.1108 0.1010 0.0913 0.0628 
250 0.0706 0.3758 0.9808 -1.0706 0.1878 0.1790 0.1704 0.1448 
151 
Table 83: One-year re turn experiments — Wharf (Holdings) Ltd (0004) 
zero cost returns sharpe ratios for varying costs 
mean std. max min 0% 0.05% 0.1% 0.25"^ 
10 0.4112 0.4089 2.4538 -0.5560 1.0055 0.9555 0.9056 0.7576 
20 0.4138 0.4686 2.5497 -0.5318 0.8829 0.8537 0.8246 0.7384 
50 0.2917 0.3385 1.3266 -0.6394 0.8617 0.8372 0.8128 0.7408 
90 0.1016 0.3294 1.0985 -0.7646 0.3084 0.2869 0.2656 0.2029 
150 0.0692 0.4227 1.5055 -1.2438 0.1638 0.1532 0.1428 0.1120 
200 0.0689 0.4043 1.4910 -0.9642 0.1705 0.1618 0.1532 0.1278 
250 0.1029 0.4316 1.5106 -1.5296 0.2385 0.2299 0.2214 0.1961 
Table 84: One-year return experiments — HSBC Holdings pic (0005) 
zero cost returns sharpe ratios for varying costs 
^ mean std. max min 0% 0.05% 0.1% 0 . 2 5 ^ 
10 0 .21980 .28771 .1748 -0.4715 0.7642 0.6929 0.62250.4170 
20 0.1856 0.2847 1.0741 -0.3632 0.6520 0.6028 0.5542 0.4116 
50 0.2412 0.2893 1.6625 -0.3148 0.8338 0.8054 0.7772 0.6942 
90 0.1823 0.2783 1.3212 -0.2900 0.6552 0.6350 0.6151 0.5565 
150 0.1408 0.2815 0.9654 -0.5016 0.5002 0.4848 0.4695 0.4243 
200 0.1153 0.2851 1.0263 -0.5014 0.4042 0.3885 0.3729 0.3276 
250 0.1127 0.2765 0.8664 -0.5947 0.4077 0.3956 0.3836 0.3483 
Table 85: One-year return experiments — Hong Kong Electric Holdings Ltd (0006) 
zero cost returns sharpe ratios for varying costs 
^ ^ mean std. max min 0% 0.05% 0.1% 0.25% 
0 .00940 .36861 .8536 - 0 . 9 6 0 3 0 . 0 2 5 4 - 0 . 0 3 3 5 - 0 . 0 9 2 0 -0.2647 
20 -0.0102 0.3761 1.7761 -0.9284 -0.0272 -0.0662 -0.1047 -0.2170 
50 -0.0285 0.3310 1.0517 -0.9634 -0.0860 -0.1139 -0.1417 -0.2236 
90 0.0260 0.3194 1.0075 -1.0211 0.0813 0.0606 0.0401 -0.0201 
150 -0.0479 0.2996 0.7452 -0.7555 -0.1598 -0.1758 -0.1916 -0.2379 
200 -0.0694 0.3676 0.8886 -0.8200 -0.1889 -0.1994 -0.2098 -0.2400 
250 -0.0284 0.3617 0.7892 -0.9961 -0.0785 -0.0902 -0.1017 -0.1353 
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Table 86: One-year return experiments — Hang Lung Development Company Ltd 
(0010) 
zero cost returns sharpe ratios for varying costs 
mean std. max min 0% 0.05% 0.1% 0 . 2 5 ^ 
10 0 . 3 0 7 0 0 . 3 6 7 6 1 . 5 3 6 8 -0.5198 0.8353 0.7748 0.7150 0.5403 
20 0.3586 0.4396 1.5458 -0.6663 0.8158 0.7823 0.7492 0.6516 
50 0.4212 0.4976 1.6658 -0.4494 0.8464 0.8286 0.8109 0.7587 
90 0.2792 0.4390 1.5621 -0.6115 0.6361 0.6206 0.6053 0.5599 
150 0.0933 0.4864 1.2930 -1.3910 0.1919 0.1816 0.1713 0.1410 
200 0.0578 0.5460 1.4433 -1.7637 0.1058 0.0982 0.0906 0.0680 
250 0.1293 0.4880 1.3756 -1.3225 0.2649 0.2577 0.2505 0.2292 
Table 87: One-year return experiments — Hang Seng Bank Ltd (0011) 
zero cost returns sharpe ratios for varying costs 
m mean std. max min Q% 0.05% 0.1% 0.25% 
1 0 0 . 2 7 4 4 0 . 3 1 4 5 1 . 2 2 0 7 - 0 . 4 4 9 9 0 . 8 7 2 5 0 . 8 0 1 9 0 ? ^ 0 . 5 2 4 8 
20 0.3516 0.3027 1.1877 -0.4163 1.1614 1.1143 1.0675 0.9297 
50 0.3325 0.3169 1.3227 -0.3854 1.0492 1.0226 0.9963 0.9191 
90 0.2333 0.3051 1.1878 -0.5912 0.7646 0.7474 0.7303 0.6799 
150 0.1794 0.3448 0.9769 -0.6106 0.5202 0.5060 0.4920 0.4505 
200 0.1824 0.3307 1.0222 -0.7015 0.5515 0.5429 0.5343 0.5087 
250 0.1788 0.3484 1.0144 -0.9168 0.5133 0.5065 0.4997 0.4795 
Table 88: One-year return experiments — Henderson Land Development Company Ltd 
(0012) 
zero cost returns sharpe ratios for varying costs 
mean std. max min 0% 0.05% 0.1% 0.25% 
10 0 .32060 .44321 .4749 - 0 . 6 8 8 9 0 . 7 2 3 5 0 . 6 7 6 6 0 . 6 3 0 0 0 . 4 9 2 1 
20 0.4780 0.3589 1.5483 -0.3763 1.3318 1.2895 1.2475 1.1232 
50 0.2259 0.4099 1.0636 -0.9367 0.5511 0.5331 0.5152 0.4618 
90 0.1505 0.3638 1.1900 -0.9465 0.4137 0.3994 0.3853 0.3431 
150 0.1420 0.3891 1.2324 -1.2094 0.3650 0.3563 0.3477 0.3220 
200 0.0725 0.4758 1.2280 -1.3538 0.1524 0.1454 0.1384 0.1177 
250 0.1262 0.3870 1.2154 -1.0912 0.3261 0.3167 0.3074 0.2795 
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Table 89: One-year re turn experiments — Hutchison Whampoa Ltd (0013) 
zero cost returns sharpe ratios for varying costs 
^ mean std. max min 0% 0.05% 0.1% 0 . 2 5 ^ 
10 0.30680.5134 2.5926 -0.6290 0.5976 0.5592 0.52110.4076 
20 0.3551 0.5467 2.3800 -0.8718 0.6496 0.6245 0.5994 0.5249 
50 0.2247 0.4282 2.3891 -0.9489 0.5247 0.5051 0.4856 0.4279 
90 0.1499 0.3433 1.4685 -0.8255 0.4368 0.4208 0.4050 0.3581 
150 0.0457 0.3616 1.4573 -1.1749 0.1264 0.1147 0.1030 0.0685 
200 0.0848 0.4037 1.5344 -1.0745 0.2100 0.2000 0.1901 0.1609 
250 0.1142 0.4109 1.1827 -1.0221 0.2779 0.2680 0.2582 0.2295 
Table 90: One-year return experiments — Hysan Development Company Ltd (0014) 
zero cost returns sharpe ratios for varying costs 
^ mean std. max min 0% 0.05% 0.1% 0.25% 
1 0 0 . 1 5 8 8 0 . 3 5 3 9 0 . 9 5 7 5 - 0 . 9 2 4 8 0 4 4 8 7 0 . 3 9 0 1 o M l S 0 . 1 5 8 4 
20 0.3049 0.3406 1.0851 -0.7263 0.8952 0.8560 0.8168 0.6989 
50 0.2061 0.3233 1.1958 -0.5261 0.6376 0.6102 0.5831 0.5033 
90 0.0851 0.3723 1.4807 -1.0705 0.2285 0.2125 0.1966 0.1493 
150 0.1238 0.3361 1.5497 -0.8258 0.3683 0.3551 0.3420 0.3033 
200 0.0245 0.3542 1.5230 -0.8803 0.0692 0.0576 0.0461 0.0120 
250 0.1041 0.3672 1.5497 -0.9401 0.2836 0.2733 0.2630 0.2328 
Table 91: One-year return experiments — Sun Hung Kai Properties Ltd (0016) 
zero cost returns sharpe ratios for varying costs 
^ mean std. max min 0% 0.05% 0.1% 0.25%  
" T o 0 . 2 9 7 5 0 . 3 6 6 2 2 . 1 4 0 1 - 0 . 5 9 8 8 0 . 8 1 2 6 0 . 7 5 6 5 0 7 0 0 8 0 . 5 3 5 5 
20 0.3647 0.3875 1.9123 -0.4102 0.9413 0.9048 0.8686 0.7608 
50 0.3443 0.4389 1.8330 -0.7103 0.7845 0.7673 0.7503 0.6998 
90 0.2589 0.3493 1.2549 -0.5678 0.7413 0.7246 0.7079 0.6587 
150 0.1863 0.4175 1.2470 -1.0263 0.4462 0.4354 0.4247 0.3929 
200 0.1486 0.4261 1.2584 -0.8667 0.3487 0.3393 0.3299 0.3022 
250 0.1489 0.3861 1.1929 -0.8688 0.3855 0.3768 0.3682 0.3428 
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Table 92: One-year return experiments — New World Development Company Ltd 
(0017) 
zero cost returns sharpe ratios for varying costs 
^ mean std. max min 0% 0.05% 0.1% 0 . 2 5 ^ 
10 0.4177 0.42432.1387 -0.3894 0.9846 0.9352 0.8860 0.7401 
20 0.3374 0.3973 2.0093 -0.4523 0.8492 0.8182 0.7871 0.6939 
50 0.3125 0.3908 1.6801 -0.4100 0.7996 0.7789 0.7582 0.6973 
90 0.2189 0.3888 1.8868 -0.7003 0.5632 0.5491 0.5351 0.4934 
150 0.0276 0.4276 1.4604 -1.3519 0.0644 0.0542 0.0440 0.0139 
200 0.0749 0.4157 1.6285 -1.1618 0.1801 0.1712 0.1624 0.1361 
250 0.0438 0.4351 1.4798 -1.4112 0.1007 0.0933 0.0860 0.0642 
Table 93: One-year return experiments — Swire Pacific Ltd A (0019) 
zero cost returns sharpe ratios for varying costs 
m mean std. max min 0% 0.05% 0.1% 0.25% 
1 0 0 . 2 0 9 2 0 . 3 1 6 0 1 . 2 3 1 3 - 0 . 6 4 6 1 0 . 6 6 1 9 0 . 5 9 6 2 0 . 5 3 1 2 0 . 3 4 0 3 
20 0.2166 0.3395 1.9713 -0.4239 0.6381 0.5974 0.5570 0.4376 
50 0.1154 0.3272 1.1697 -0.8038 0.3527 0.3274 0.3022 0.2280 
90 0.0949 0.3579 1.2010 -0.8501 0.2653 0.2485 0.2318 0.1823 
150 0.0391 0.3682 1.0681 -0.9339 0.1061 0.0940 0.0820 0.0466 
200 0.0720 0.3579 1.0423 -1.0318 0.2012 0.1921 0.1831 0.1564 
250 0.0469 0.3813 0.9845 -1.1552 0.1230 0.1154 0.1079 0.0856 
Table 94: One-year return experiments — Wheelock and Company Ltd (0020) 
zero cost returns sharpe ratios for varying costs 
^ mean std. max min 0% 0.05% 0.1% 0.25% 
10 0 . 3 8 7 4 0 . 4 3 8 1 1 . 7 8 5 5 - 0 . 4 3 0 7 0.8844 0 .83720 .79010 .6498 
20 0.3558 0.3655 1.3393 -0.6487 0.9735 0.9351 0.8970 0.7840 
50 0.3000 0.4245 1.4559 -0.8593 0.7069 0.6882 0.6695 0.6139 
90 0.2185 0.4048 1.2886 -0.7951 0.5396 0.5238 0.5081 0.4611 
150 0.1053 0.5143 1.6685 -1.3754 0.2047 0.1962 0.1879 0.1630 
200 0.1189 0.4916 1.6436 -1.2240 0.2418 0.2353 0.2288 0.2095 
250 0.1662 0.4440 1.7677 -0.9296 0.3742 0.3677 0.3612 0.3419 
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Table 95: One-year re turn experiments — Bank of East Asia (0023) 
zero cost returns sharpe ratios for varying costs 
mean std. max min 0% 0.05% 0.1% 0.25% 
10 0 .34420 .44851 .4343 -0.8630 0.7675 0.7302 0.6927 0.5788 
20 0.3918 0.4456 1.4467 -0.8630 0.8794 0.8537 0.8278 0.7498 
50 0.3007 0.4965 1.4691 -1.6669 0.6055 0.5952 0.5849 0.5537 
90 0.2280 0.4137 1.4920 -0.8630 0.5512 0.5417 0.5323 0.5041 
150 0.1130 0.4328 1.4225 -0.9216 0.2611 0.2534 0.2457 0.2229 
200 0.0731 0.4588 1.4335 -0.9296 0.1592 0.1523 0.1454 0.1250 
250 0.1207 0.4588 1.4607 -1.1080 0.2631 0.2572 0.2513 0.2337 
Table 96: One-year return experiments — Sino Land Company Ltd (0083) 
zero cost returns sharpe ratios for varying costs 
m mean std. max min 0% 0.05% 0.1% 0.25% 
10 0.3887 0.36391.5783 - 0 . 7 1 8 1 1 . 0 6 8 1 1 . 0 1 1 3 O ^ 0 . 7 8 5 5 
20 0.2053 0.7582 1.5986 -2.9999 0.2708 0.2543 0.2378 0.1883 
50 0.1315 0.5802 1.7233 -1.8344 0.2266 0.2134 0.2002 0.1612 
90 0.0222 0.5405 1.8125 -2.0821 0.0412 0.0289 0.0167 -0.0195 
150 0.0076 0.6525 1.9981 -2.4278 0.0117 0.0051 -0.0016 -0.0212 
200 0.0435 0.6960 1.9524 -2.9324 0.0625 0.0572 0.0518 0.0360 
250 0.0818 0.6555 1.9427 -2.6518 0.1249 0.1187 0.1126 0.0944 
Table 97: One-year return experiments — Henderson Investment Ltd (0097) 
zero cost returns sharpe ratios for varying costs 
^ mean std. max min 0% 0.05% 0.1% 0.25% 
10 0.2109 0.43791.1296 -2.0390 0.4817 0.4344 0.38750.2486 
20 0.2292 0.3852 1.1820 -1.7499 0.5950 0.5638 0.5327 0.4394 
50 0.2529 0.3831 1.1003 -0.8367 0.6602 0.6382 0.6163 0.5515 
90 0.1917 0.4448 1.7636 -1.2179 0.4309 0.4175 0.4042 0.3647 
150 0.0445 0.4532 1.3573 -1.3863 0.0982 0.0882 0.0782 0.0484 
200 0.0123 0.4886 1.3291 -1.4795 0.0252 0.0161 0.0071 -0.0195 
250 0.0202 0.4950 1.5077 -1.3863 0.0409 0.0328 0.0247 0.0008 
156 
Table 98: One-year re turn experiments — Amoy Properties Ltd (0101) 
zero cost returns sharpe ratios for varying costs 
m" mean std. max min 0% 0.05% 0.1% 0.25% 
10 -0.0207 0.3369 0.7172 -0.9687 -0.0615 -0.1227 -0.1837 -0.3653 
20 0.0466 0.3163 0.8858 -0.7540 0.1474 0.1035 0.0600 -0.0685 
50 0.1278 0.4673 1.5253 -0.6873 0.2736 0.2555 0.2376 0.1844 
90 0.0840 0.3305 1.3834 -0.4951 0.2543 0.2367 0.2192 0.1674 
150 0.1338 0.3250 1.4431 -0.5798 0.4116 0.3970 0.3825 0.3394 
200 0.1253 0.4465 1.3631 -1.7111 0.2806 0.2731 0.2655 0.2432 
250 0.0952 0.4800 1.4931 -1.5895 0.1983 0.1921 0.1859 0.1675 
Table 99: One-year return experiments — First Pacific Co Ltd (0142) 
zero cost returns sharpe ratios for varying costs 
^ mean std. max min 0% 0.05% 0.1% 0 . 2 5 " ^ 
10 0.0497 0.5660 2.0734 -1 .107200879 0.04590.0043 -0.1182 
20 0.1110 0.6335 1.5227 -1.8868 0.1752 0.1519 0.1288 0.0601 
50 0.1949 0.4992 1.9100 -1.3333 0.3905 0.3721 0.3538 0.2996 
90 0.2355 0.3636 1.2368 -0.5683 0.6478 0.6316 0.6156 0.5678 
150 0.0838 0.4622 1.2486 -1.2918 0.1812 0.1709 0.1606 0.1301 
200 0.1334 0.4127 1.2872 -0.9245 0.3232 0.3139 0.3047 0.2773 
250 0.1277 0.4708 1.3103 -0.9269 0.2713 0.2642 0.2572 0.2364 
Table 100: One-year return experiments — Johnson Electric Holdings Ltd (0179) 
zero cost returns sharpe ratios for varying costs 
m mean std. max min 0% 0.05% 0.1% 0.25% 
0 .43010 .81683 .4774 - 0 . 7 1 2 4 0 . 5 2 6 5 0 5 ^ 4 0 A 7 M 0 . 4 0 6 9 
20 0.5601 0.8382 3.3649 -0.5712 0.6682 0.6517 0.6353 0.5862 
50 0.3947 0.7744 3.4334 -0.6637 0.5097 0.5000 0.4904 0.4615 
90 -0.0361 0.7418 0.8635 -2.7423 -0.0487 -0.0552 -0.0617 -0.0813 
150 -0.0436 0.8388 1.0648 -2.8433 -0.0520 -0.0555 -0.0589 -0.0692 
200 -0.0927 0.7890 0.9885 -2.9656 -0.1175 -0.1205 -0.1234 -0.1322 
250 -0.1231 0.7873 1.0275 -3.1644 -0.1563 -0.1605 -0.1646 -0.1771 
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Table 101: One-year re turn experiments — CITIC Pacific Ltd (0267) 
zero cost returns sharpe ratios for varying costs 
r ^ mean std. max min 0% 0.05% 0.1% 0.25% 
10 0 .02390 .46831 .3057 -0.82210.0510 0.0055 -0.0399 -0.1747 
20 0.2232 0.4122 1.7631 -0.3404 0.5414 0.5043 0.4675 0.3587 
50 0.3824 0.4004 1.6210 -0.2330 0.9551 0.9342 0.9134 0.8520 
90 0.3072 0.3624 1.4109 -0.3579 0.8478 0.8310 0.8142 0.7644 
150 0.1883 0.3553 1.1860 -0.5824 0.5299 0.5181 0.5064 0.4716 
200 0.1938 0.4019 1.2976 -0.7028 0.4823 0.4723 0.4624 0.4328 
250 0.2706 0.3580 1.0919 -0.8200 0.7560 0.7468 0.7377 0.7107 
Table 102: One-year return experiments — China Resources Enterprise Ltd (0291) 
zero cost returns sharpe ratios for varying costs 
^ mean std. max min 0% 0.05% 0.1% 0.25% 
10 0 .16010 .55931 .5389 -1.6538 0.2863 0.2508 0.21550.1108 
20 0.3840 0.7355 1.8523 -2.0912 0.5221 0.5056 0.4891 0.4395 
50 0.5144 0.6383 1.7142 -1.5070 0.8059 0.7929 0.7801 0.7417 
90 0.5145 0.6657 1.8739 -1.7058 0.7728 0.7631 0.7534 0.7245 
150 0.4091 0.6152 1.8739 -1.0117 0.6650 0.6582 0.6514 0.6313 
200 0.2775 0.5284 1.8739 -1.1391 0.5253 0.5191 0.5129 0.4947 
250 0.2046 0.5986 1.8641 -1.3567 0.3419 0.3376 0.3334 0.3208 
Table 103: One-year return experiments — Cathay Pacific Airways Ltd (0293) 
zero cost returns sharpe ratios for varying costs 
m mean std. max min 0% 0.05% 0.1% 0.25% 
10 -0.03610.3720 0.8424 -1.4350 -0.0971-0.1620 -0.2262 -0.4144 
20 0.1164 0.3060 1.1366 -0.6737 0.3804 0.3245 0.2694 0.1090 
50 -0.0559 0.3597 0.8266 -1.2984 -0.1554 -0.1852 -0.2147 -0.3014 
90 -0.0669 0.2745 0.7210 -1.1538 -0.2436 -0.2706 -0.2974 -0.3760 
150 0.0733 0.2265 0.7262 -0.3719 0.3238 0.3008 0.2781 0.2116 
200 0.0262 0.2320 0.7704 -0.5506 0.1129 0.0957 0.0787 0.0289 
250 0.0074 0.2621 0.7309 -0.7779 0.0281 0.0163 0.0047 -0.0296 
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Table 104: One-year re turn experiments — Television Broadcast Ltd (0511) 
zero cost returns sharpe ratios for varying costs 
^ mean std. max min 0% 0.05% 0.1% 0.25% 
10 -0 .24560 .51221 .2069 -1.1948 -0.4795 -0.5187 -0.5576 -0.6719 
20 -0.1904 0.4830 0.9247 -1.2100 -0.3942 -0.4229 -0.4512 -0.5342 
50 -0.0412 0.5484 0.9058 -1.3342 -0.0751 -0.0908 -0.1064 -0.1521 
90 -0.0102 0.4985 1.0968 -1.3414 -0.0204 -0.0327 -0.0447 -0.0800 
‘ 1 5 0 0.0501 0.5312 1.2028 -1.0287 0.0942 0.0840 0.0739 0.0446 
200 0.0154 0.5127 1.2040 -0.8531 0.0301 0.0225 0.0149 -0.0071 
250 0.0293 0.5149 1.1666 -0.9183 0.0569 0.0499 0.0430 0.0228 
Table 105: Trading rule tests with and without removal of share repurchase date—— 
M 二 10 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
0 0 0 2 0 . 6 6 0 0 0 . 0 2 1 5 0 . 4 8 6 3 0.008 0 . 6 7 7 8 0 . 0 2 1 5 0 . 5 0 0 6 0.004 
0003 0.4925 0.0322 0.2427 0.128 0.4433 0.0323 0.2176 0.156 
0010 1.3849 0.0302 0.727 0.000 1.3752 0.0302 0.7226 0.000 
0011 1.1623 0.0208 0.8857 0.000 1.1723 0.0206 0.9049 0.000 
0014 0.5696 0.0285 0.3173 0.090 0.5594 0.0284 0.3130 0.084 
0017 1.7365 0.0318 0.8662 0.000 1.6844 0.0318 0.8399 0.000 
0020 1.4219 0.0321 0.7037 0.002 1.4051 0.0322 0.6935 0.000 
0083 1.5559 0.0372 0.6641 0.000 1.6287 0.0370 0.6980 0.002 
0101 0.0131 0.0286 0.0073 0.544 0.1510 0.0285 0.0840 0.402 
0293 -0.4212 0.0240 -0.2788 0.852 -0.3608 0.0237 -0.2420 0.786 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. Please 
refer to notes of Table 6 for meaning of other items. 
2. Among the 10 stocks tested, three stocks have p-values are larger than 0.05 for 
all moving averages applied: Hong Kong & China Gas (0003), Amoy Properties 
Ltd (0101) and Cathay Pacific Airways Ltd (0291). Except Hong Kong & China 
Gas (0003), the other two have p-values even larger than 0.1 for window size M. 
3. For company name of stocks, please refer to the corresponding stock codes in 
Table 4. 
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Table 106: Trading rule tests with and without removal of share repurchase date一 
M=20 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
0 0 0 2 0 . 6 5 4 8 0 . 0 2 1 5 0 . 4 8 2 4 0 . 0 0 8 0 . 6 6 0 6 0 . 0 2 1 5 0 . 4 8 7 7 0.014 
0003 0.4041 0.0322 0.1990 0.194 0.3711 0.0324 0.1820 0.242 
0010 1.5522 0.0302 0.8154 0.000 1.5779 0.0302 0.8297 0.000 
0011 1.4334 0.0208 1.0959 0.000 1.4403 0.0205 1.1156 0.000 
0014 1.0672 0.0284 0.5963 0.002 1.0851 0.0283 0.6090 0.002 
0017 1.6022 0.0318 0.7996 0.000 1.5644 0.0318 0.7805 0.000 
0020 1.3783 0.0321 0.6818 0.000 1.4047 0.0322 0.6931 0.002 
0083 0.9758 0.0372 0.4161 0.040 1.0156 0.0371 0.4347 0.032 
0101 0.2434 0.0286 0.1353 0.368 0.3934 0.0285 0.2191 0.220 
0293 0.2576 0.024 0.1703 0.286 0.2361 0.0237 0.1581 0.248 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. Please 
refer to notes of Table 6 for meaning of other items. 
2. Among the 10 stocks tested, three stocks have p-values are larger than 0.05 for 
all moving averages applied: Hong Kong h China Gas (0003), Amoy Properties 
Ltd (0101) and Cathay Pacific Airways Ltd (0291). Except Hong Kong k China 
Gas (0003), the other two have p-values even larger than 0.1 for window size M. 
3. For company name of stocks, please refer to the corresponding stock codes in 
Table 4. 
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Table 107: Trading rule tests with and without removal of share repurchase date~ 
M 二 50 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
0 0 0 2 0 . 2 9 1 9 0 . 0 2 1 3 0 . 2 1 7 2 0.186 0 . 3 0 8 2 0 0 2 1 3 0 2 ^ 0.178 
0003 0.6448 0.0319 0.3205 0.090 0.6055 0.0321 0.2998 0.100 
0010 1.6948 0.0301 0.8932 0.000 1.7041 0.0301 0.8991 0.000 
0011 1.3548 0.0206 1.0426 0.000 1.4116 0.0204 1.1010 0.000 
0014 0.8133 0.0284 0.4542 0.028 0.8010 0.0283 0.4493 0.028 
0017 1.3098 0.0316 0.6570 0.000 1.2646 0.0317 0.6340 0.002 
0020 1.1168 0.0319 0.5564 0.000 1.1249 0.0320 0.5589 0.002 
0083 0.6472 0.0373 0.2754 0.120 0.6934 0.0372 0.2962 0.130 
0101 0.4782 0.0284 0.2671 0.184 0.5844 0.0284 0.3270 0.136 
0293 -0.3129 0.0241 -0.2062 0.800 -0.3404 0.0238 -0.2273 0.788 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. Please 
refer to notes of Table 6 for meaning of other items. 
2. Among the 10 stocks tested, three stocks have p-values are larger than 0.05 for 
all moving averages applied: Hong Kong h China Gas (0003), Amoy Properties 
Ltd (0101) and Cathay Pacific Airways Ltd (0291). Except Hong Kong k China 
Gas (0003), the other two have p-values even larger than 0.1 for window size M. 
3. For company name of stocks, please refer to the corresponding stock codes in 
Table 4. 
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Table 108: Trading rule tests with and without removal of share repurchase date— 
M=90 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
0002 -0.0658 0.0208 - 0 . 0 5 0 3 0 6 % - 0 . 0 5 4 2 0.0207 - 0 . 0 4 1 5 0 . 7 0 6 
0003 0.6631 0.0318 0.3312 0.072 0.6302 0.0319 0.3135 0.084 
0010 1.2354 0.0293 0.6698 0.000 1.2532 0.0292 0.6805 0.000 
0011 0.9550 0.0205 0.7389 0.002 0.9988 0.0202 0.7834 0.000 
0014 0.4719 0.0285 0.2628 0.114 0.4594 0.0284 0.2570 0.146 
0017 0.9625 0.0308 0.4965 0.008 0.9150 0.0308 0.4719 0.022 
0020 0.9983 0.0318 0.4983 0.006 0.9904 0.0319 0.4931 0.008 
0083 0.3614 0.0373 0.1536 0.266 0.4046 0.0372 0.1726 0.268 
0101 0.5210 0.0285 0.2906 0.198 0.5994 0.0284 0.3349 0.146 
0293 -0.3692 0.0242 -0.2423 0.800 -0.3670 0.0239 -0.2440 0.846 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. Please 
refer to notes of Table 6 for meaning of other items. 
2. Among the 10 stocks tested, three stocks have p-values are larger than 0.05 for 
all moving averages applied: Hong Kong h China Gas (0003), Amoy Properties 
Ltd (0101) and Cathay Pacific Airways Ltd (0291). Except Hong Kong & China 
Gas (0003), the other two have p-values even larger than 0.1 for window size M. 
3. For company name of stocks, please refer to the corresponding stock codes in 
Table 4. 
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Table 109: Trading rule tests with and without removal of share repurchase date 
M 二 150 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
0002 0 . 0 2 5 3 0 . 0 2 0 6 0 . 0 1 9 5 0 . 5 8 4 0 . 0 3 7 5 0 . 0 2 0 5 0 . 0 2 9 0 0 . 5 2 4 
0003 0.5157 0.0314 0.2611 0.150 0.5021 0.0315 0.2532 0.190 
0010 0.4005 0.0290 0.2195 0.146 0.4314 0.0289 0.2367 0.156 
0011 0.6632 0.0206 0.5117 0.042 0.7060 0.0203 0.5522 0.010 
0014 0.4467 0.0286 0.2483 0.176 0.4311 0.0284 0.2407 0.150 
0017 0.2443 0.0300 0.1294 0.274 0.1924 0.030 0.1019 0.302 
0020 0.4999 0.0317 0.2501 0.120 0.4745 0.0318 0.2367 0.168 
0083 0.3181 0.0372 0.1358 0.318 0.3581 0.0371 0.1534 0.300 
0101 0.5151 0.0283 0.2887 0.224 0.5497 0.0283 0.3087 0.188 
0293 0.1401 0.0243 0.0914 0.408 0.1793 0.0240 0.1185 0.344 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. Please 
refer to notes of Table 6 for meaning of other items. 
2. Among the 10 stocks tested, three stocks have p-values are larger than 0.05 for 
all moving averages applied: Hong Kong h China Gas (0003), Amoy Properties 
Ltd (0101) and Cathay Pacific Airways Ltd (0291). Except Hong Kong & China 
Gas (0003), the other two have p-values even larger than 0.1 for window size M. 
3. For company name of stocks, please refer to the corresponding stock codes in 
Table 4. 
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Table 110: Trading rule tests with and without removal of share repurchase date~ 
M 二 200 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
0 0 0 2 0 . 1 8 7 2 0 . 0 2 0 6 0 . 1 4 4 6 0 . 3 6 6 0 . 2 0 0 3 0 . 0 2 0 5 O J ^ 0.340 
0003 0.1925 0.0310 0.0984 0.468 0.1871 0.0312 0.0953 0.480 
0010 0.3524 0.0290 0.1932 0.156 0.3830 0.0289 0.2103 0.154 
0011 0.7514 0.0206 0.5783 0.028 0.7949 0.02030 0.6203 0.004 
0014 0.1650 0.0287 0.0914 0.356 0.1469 0.0285 0.0817 0.390 
0017 0.2016 0.0298 0.1073 0.290 0.1491 0.0298 0.0794 0.380 
0020 0.6529 0.0318 0.3264 0.060 0.6158 0.0318 0.3071 0.096 
0083 0.2742 0.0373 0.1166 0.338 0.3077 0.0372 0.1313 0.334 
0101 0.3824 0.0285 0.2133 0.314 0.4158 0.0284 0.2322 0.298 
0293 0.0358 0.0244 0.0233 0.472 0.0521 0.0241 0.0343 0.508 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. Please 
refer to notes of Table 6 for meaning of other items. 
2. Among the 10 stocks tested, three stocks have p-values are larger than 0.05 for 
all moving averages applied: Hong Kong k China Gas (0003), Amoy Properties 
Ltd (0101) and Cathay Pacific Airways Ltd (0291). Except Hong Kong & China 
Gas (0003), the other two have p-values even larger than 0.1 for window size M. 
3. For company name of stocks, please refer to the corresponding stock codes in 
Table 4. 
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Table 111: Trading rule tests with and without removal of share repurchase date— 
M=250 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
0002 -0.0415 0.0205 - 0 . 0 3 2 1 0 . 7 0 0 - 0 . 0 2 9 5 0.0204 - 0 . 0 2 2 9 0 . 6 9 6 
0003 0.2264 0.0303 0.1185 0.432 0.2063 0.0305 0.1076 0.440 
0010 0.4761 0.0289 0.2618 0.110 0.5082 0.0288 0.2799 0.120 
0011 0.7469 0.0207 0.5736 0.024 0.7907 0.0204 0.6157 0.016 
0014 0.4181 0.0284 0.2334 0.138 0.4019 0.0283 0.2254 0.188 
0017 0.2988 0.0297 0.1599 0.246 0.2464 0.0297 0.1319 0.292 
0020 0.7759 0.0317 0.3888 0.032 0.7397 0.0318 0.3697 0.028 
0083 0.2689 0.0373 0.1143 0.340 0.3026 0.0372 0.1292 0.300 
0101 0.2886 0.0277 0.1656 0.392 0.3211 0.0276 0.1847 0.400 
0293 -0.0232 0.0245 -0.0151 0.584 -0.0028 0.0242 -0.0018 0.530 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. Please 
refer to notes of Table 6 for meaning of other items. 
2. Among the 10 stocks tested, three stocks have p-values are larger than 0.05 for 
all moving averages applied: Hong Kong h China Gas (0003), Amoy Properties 
Ltd (0101) and Cathay Pacific Airways Ltd (0291). Except Hong Kong & China 
Gas (0003), the other two have p-values even larger than 0.1 for window size M. 
3. For company name of stocks, please refer to the corresponding stock codes in 
Table 4. 
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Table 116: Trading rule tests with and without removal of share repurchase date: for 
28 non-HSI constituent stocks一M=150 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
0024 - 0 . 0 5 0 8 - 0 . 0 2 2 0 O T O ^ O m ^ 0.464 
0025 0.3204 0.0298 0.1706 0.280 0.3968 0.0297 0.2120 0.192 
0040 0.1188 0.0275 0.0685 0.4020 0.0518 0.0277 0.0298 0.446 
0045 1.1069 0.0290 0.6052 0.000 1.1268 0.0288 0.6201 0.000 
0068 0.9450 0.0383 0.3921 0,024 0.9472 0.0385 0.3907 0.020 
0078 1.1915 0.0333 0.5686 0.004 1.1405 0.0333 0.5437 0.018 
0091 -1.6888 0.0562 -0.4766 0.934 -1.809 0.0568 -0.5058 0.958 
0104 -0.2316 0.0870 -0.0423 0.588 -0.1744 0.0880 -0.0315 0.600 
0113 1.3644 0.0388 0.5578 0.022 1.2849 0.03890 0.5244 0.020 
0114 1.3132 0.0344 0.6054 0.016 1.0871 0.0342 0.5046 0.040 
0129 0.1548 0.0331 0.0743 0.464 0.1420 0.0328 0.0688 0.434 
0190 1.7758 0.0299 0.9431 0.000 1.8852 0.0295 1.0149 0.000 
0212 -0.2057 0.0279 -0.1171 0.598 -0.5940 0.0280 -0.3370 0.838 
0213 0.3659 0.0345 0.1684 0.234 0.2187 0.0345 0.1007 0.340 
0222 1.4374 0.0437 0,5223 0.046 1.1257 0.0422 0.4232 0.090 
0243 1.7417 0.0412 0.6706 0.006 1.8726 0.0413 0.7191 0.008 
0277 1.6771 0.0223 1.1913 0.002 1.5575 0.0224 1.1049 0.000 
0296 0.9066 0.0632 0.2277 0.272 0.7209 0.0640 0.1789 0.310 
0341 -0.1296 0.0268 -0.0769 0,616 -0.1498 0.0268 -0.0888 0.646 
0375 0.8641 0.0302 0.4543 0.154 0.8838 0.0292 0.4804 0.100 
0376 3.0139 0.0462 1.0361 0,000 3.0861 0.0463 1.0572 0.000 
0378 0.3135 0.0545 0.0912 0.392 -0.1739 0.0538 -0.0514 0.592 
0438 0.9681 0.0370 0.4151 0.078 0.8198 0.0358 0.3632 0.134 
0458 -0.3419 0.0283 -0.1920 0.684 -0.2956 0.0286 -0,1641 0.632 
0485 0.1674 0.0475 0.0559 0.434 0.2871 0.0474 0.0962 0.424 
0518 -0.8094 0.0281 -0.4581 0.902 -0.9654 0.0280 -0.5476 0.940 
0519 1.4800 0.0442 0.5310 0.034 1.6053 0,0443 0.5749 0.034 
0535 1.7867 0.0453 0.6259 0.016 1.9608 0.0453 0.6870 0.010 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. The t-Ratio tests whether the mean returns 
are zero, assuming the mean returns are normally distributed. 
2. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Fraction 
represents the fraction of days on which a switch of buy and sell signal takes place and 
investors need to trade in the market. 
3. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
4. Among the 28 stocks tested, twelve stocks have p-values are larger than 0.05 for all 
moving averages applied. They are Chevalier International Holdings Ltd (0025), Gold 
Peak Industries(Holdings)Ltd (0040), U-Cyber Technology Holdings Limited (0091), Asia 
Commercial Holdings Ltd (0104), Asia Standard International Group Ltd (0129), Na-
tional Electronics Holdings Limited (0213), Emperor (China Concept) Investments Ltd 
(0296), Cafe de Coral Holdings Ltd (0341), e2-Capital (Holdings) Limited (378), Tristate 
Holdings Ltd (0458), Starlight International Holdings Ltd (0485) and Tungtex (Holdings) 
Company Ltd (0518). 
5. For company name of stocks, please refer to the corresponding stock codes in Table 15. 
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Table 113: Trading rule tests with and without removal of share repurchase date: for 
28 non-HSI constituent stocks—M—20 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
" 0 0 ^ o ^ o M r 0 ^ 1 4 8 O m o m f i o l m 0.004 
0025 0.5057 0.0298 0.2691 0.142 0.5682 0.0297 0.3035 0.124 
0040 0.3770 0.0275 0.2172 0.176 0.3990 0.0277 0.2290 0.192 
0045 1.1861 0.0290 0.6490 0.000 1.1889 0.0288 0.6548 0.000 
0068 0.9871 0.0382 0.4102 0.010 0.9900 0.0384 0.4089 0.028 
0078 1.2583 0.0332 0.6014 0.006 1.2639 0.0332 0.6035 0.000 
0091 -1.2470 0.0563 -0.3518 0.872 -1.2729 0.0568 -0.3556 0.872 
0104 0.3641 0.0871 0.0663 0.480 0.5434 0.0881 0.0979 0.436 
0113 0.9898 0.0389 0.4041 0.086 0.9936 0.0389 0.4050 0.076 
0114 0.8696 0.0345 0.4003 0.098 0.5358 0.0343 0.2483 0.218 
0129 1.0891 0.0331 0.5219 0.074 1.2235 0.0328 0.5920 0.036 
0190 1.2195 0.0299 0.6466 0.018 1.2966 0.0295 0.6968 0.004 
0212 0.5150 0.0279 0.2925 0.140 0.3130 0.0280 0.1772 0.356 
0213 0.7808 0.0345 0.3597 0.066 0.5603 0.03450 0.2581 0.146 
0222 0.9761 0.0438 0.3540 0.128 0.8187 0.0423 0.3072 0.184 
0243 1.9373 0.0413 0.7453 0.010 2.0475 0.0414 0.7856 0.008 
0277 1.7114 0.0224 1.2134 0.002 1.5036 0.0224 1.0643 0.004 
0296 0.8411 0.0633 0.2110 0.250 0.6896 0.0641 0.1709 0.382 
0341 -0.2533 0.0268 -0.1502 0.718 -0.2667 0.0268 -0.1579 0.734 
0375 0.9156 0.0302 0.4811 0.164 1.1388 0.0292 0.6190 0.080 
0376 2.7018 0.0463 0.9268 0.002 2.7520 0.0464 0.9406 0.002 
0378 -1.729 0.0546 -0.5023 0.924 -1.7224 0.0539 -0.5077 0.938 
0438 1.9372 0.0370 0.8312 0.000 1.7933 0.0358 0.7950 0.000 
0458 0.3538 0.0283 0.1982 0.320 0.3252 0.0287 0.1800 0.336 
0485 0.5794 0.0476 0.1933 0.312 0.4774 0.0474 0.1599 0.280 
0518 0.0388 0.0281 0.0219 0.474 -0.0609 0.0280 -0.0345 0.598 
0519 1.1156 0.0443 0.3997 0.082 1.2332 0.0444 0.4411 0.096 
0535 2.2689 0.0454 0.7938 0.004 2.4445 0.0454 0.8554 0.002 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. The t-Ratio tests whether the mean returns 
are zero, assuming the mean returns are normally distributed. 
2. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Fraction 
represents the fraction of days on which a switch of buy and sell signal takes place and 
investors need to trade in the market. 
3. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
4. Among the 28 stocks tested, twelve stocks have p-values are larger than 0.05 for all 
moving averages applied. They are Chevalier International Holdings Ltd (0025), Gold 
Peak Industries(Holdings)Ltd (0040), U-Cyber Technology Holdings Limited (0091), Asia 
Commercial Holdings Ltd (0104), Asia Standard International Group Ltd (0129), Na-
tional Electronics Holdings Limited (0213), Emperor (China Concept) Investments Ltd 
(0296), Cafe de Coral Holdings Ltd (0341)，e2-Capital (Holdings) Limited (378), Tristate 
Holdings Ltd (0458)，Starlight International Holdings Ltd (0485) and Tungtex (Holdings) 
Company Ltd (0518). 
5. For company name of stocks, please refer to the corresponding stock codes in Table 15. 
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Table 116: Trading rule tests with and without removal of share repurchase date: for 
28 non-HSI constituent stocks一M=150 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
T i m O J m a o l 8 L M O O O ^ 0 5 4 6 9 0.014 
0025 0.3957 0.0299 0.2103 0.222 0.4634 0.0298 0.2471 0.158 
0040 0.3613 0.0275 0.2087 0.240 0.3302 0.0276 0.1899 0.238 
0045 0.8556 0.0287 0.4727 0.006 0.8585 0.0285 0.4775 0.004 
0068 0.8362 0.0379 0.3507 0.048 0.8679 0.0381 0.3618 0.046 
0078 0.7589 0.0331 0.3637 0.064 0.7757 0.0332 0.3714 0.082 
0091 -0.7820 0.0565 -0.2195 0.754 -0.8215 0.0571 -0.2284 0.724 
0104 -0.5479 0.0876 -0.0992 0.696 -0.4342 0.0887 -0.0777 0.656 
0113 0.5442 0.0390 0,2214 0.170 0.6559 0.0391 0.2663 0.176 
0114 0.4467 0.0346 0.2047 0.266 0.2579 0.0344 0.1190 0.374 
0129 0.0474 0.0333 0.0226 0.556 0.2077 0.033 0.100 0.448 
0190 1.1742 0.0300 0.6209 0.014 1.2465 0.0296 0.6680 0.016 
0212 1.0370 0.0281 0.5860 0.056 0.9292 0.0282 0.5229 0.090 
0213 0.8598 0.0345 0.3959 0.076 0.6675 0.0345 0.3073 0.114 
0222 -0.0668 0.0439 -0.0241 0.546 0.2179 0.0424 0.0815 0.430 
0243 1.3772 0.0414 0.5276 0.034 1.4272 0.0416 0.5452 0.028 
0277 1.2999 0.0226 0.9150 0.012 1.1376 0.0226 0.7996 0.018 
0296 0.9469 0.0636 0.2364 0.252 0.8521 0.0644 0.2101 0.300 
0341 -0.1812 0.0268 -0.1071 0.632 -0.1424 0.0269 -0.0841 0.620 
0375 1.4629 0.0303 0.7670 0.032 1.2879 0.0293 0.6983 0.070 
0376 1.4808 0.0466 0.5048 0.062 1.5930 0.0467 0.5410 0.062 
0378 -1.6497 0.0550 -0.4759 0.930 -1.6565 0.0543 -0.4847 0.914 
0438 1.7831 0.0371 0.7623 0.006 1.6232 0.0359 0.7170 0.006 
0458 -0.4361 0.0286 -0.2424 0.758 -0.4870 0.0289 -0.2675 0.778 
0485 0.0285 0.0478 0.0095 0.474 -0.1017 0.0476 -0.0339 0.538 
0518 -0.0427 0.0282 -0.0240 0.530 -0.1376 0.0281 -0.0776 0.620 
0519 1.2279 0.0445 0.4379 0.088 1.1281 0.0446 0.4015 0.130 
0535 2.4416 0.0456 0.8499 0.004 2.6915 0.0456 0.9370 0.002 
Notes： 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. The t-Ratio tests whether the mean returns 
are zero, assuming the mean returns are normally distributed. 
2. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Fraction 
represents the fraction of days on which a switch of buy and sell signal takes place and 
investors need to trade in the market. 
3. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
4. Among the 28 stocks tested, twelve stocks have p-values are larger than 0.05 for all 
moving averages applied. They are Chevalier International Holdings Ltd (0025), Gold 
Peak Industries(Holdings)Ltd (0040), U-Cyber Technology Holdings Limited (0091), Asia 
Commercial Holdings Ltd (0104), Asia Standard International Group Ltd (0129), Na-
tional Electronics Holdings Limited (0213), Emperor (China Concept) Investments Ltd 
(0296)，Cafe de Coral Holdings Ltd (0341), e2-Capital (Holdings) Limited (378), Tristate 
Holdings Ltd (0458), Starlight International Holdings Ltd (0485) and Tungtex (Holdings) 
Company Ltd (0518). 
5. For company name of stocks, please refer to the corresponding stock codes in Table 15. 
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Table 116: Trading rule tests with and without removal of share repurchase date: for 
28 non-HSI constituent stocks一M=150 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
0 0 2 4 1 . 0 7 5 3 0 . 0 3 6 8 O M ^ O M ^ O ^ 0.010 
0025 0.0366 0.0300 0.0194 0.482 0.0802 0,0299 0.0427 0.436 
0040 0.2084 0.0276 0.1198 0.310 0.1651 0.0277 0.0945 0.382 
0045 0.8115 0.0282 0.4572 0.008 0.8141 0.0280 0.4620 0.012 
0068 1.0354 0.0373 0.4410 0.016 1.0667 0.0375 0.4516 0.010 
0078 0.5669 0.0332 0.2712 0.170 0.5816 0.0332 0.2780 0.136 
0091 0.4666 0.0568 0.1304 0.326 0.4502 0.0574 0.1246 0.326 
0104 -0.2021 0.0883 -0.0363 0.650 -0.0774 0.0894 -0.0137 0.604 
0113 0.3178 0.0391 0.1289 0.318 0.2695 0.0392 0.1091 0.356 
0114 0.6393 0.0347 0.2923 0.132 0.5705 0.0345 0,2626 0.192 
0129 0.2876 0.0333 0.1373 0.380 0.4718 0.0329 0.2274 0.360 
0190 0.9864 0.0301 0.5203 0.028 1.0612 0.0297 0.5674 0.030 
0212 0.7772 0.0283 0.4364 0.100 0.8669 0.0284 0.4846 0.106 
0213 0.6241 0.0343 0.2887 0.138 0.4748 0.0343 0.2197 0.228 
0222 0.0006 0.044 0.0002 0.468 0.2620 0.0425 0.0979 0.424 
0243 1.7864 0.0416 0.6810 0.016 1.8541 0.0418 0.7048 0.006 
0277 0.8690 0.0226 0.6095 0.056 0.6924 0.0227 0.4849 0.158 
0296 0.8605 0.0637 0.2146 0.280 0.7350 0.0645 0.1810 0.328 
0341 -0.3202 0.0269 -0.1890 0.762 -0.3442 0.0269 -0.2028 0.782 
0375 0.6610 0.0305 0,3439 0.258 0.5680 0.0295 0.3056 0.362 
0376 1.5795 0.0469 0.5348 0.044 1.5560 0.0471 0.5247 0.060 
0378 -1.6310 0.0555 -0.4664 0.922 -1.6368 0.0547 -0.4747 0.908 
0438 1.0278 0.0371 0.4392 0.056 0.7590 0.0359 0.3353 0.140 
0458 -0.8798 0.0288 -0.4845 0.920 -0.9949 0.0292 -0.5412 0.932 
0485 0.3941 0.0479 0.1306 0.322 0.2038 0.0478 0.0678 0.390 
0518 0.0131 0.0283 0.0073 0.466 -0.1526 0.0283 -0.0857 0.630 
0519 1.1259 0.0446 0.4011 0.106 1.0056 0.0447 0.3574 0.128 
0535 1.5551 0.0459 0.5382 0.054 1.7227 0.0459 0.5960 0.036 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. The t-Ratio tests whether the mean returns 
are zero, assuming the mean returns are normally distributed. 
2. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Fraction 
represents the fraction of days on which a switch of buy and sell signal takes place and 
investors need to trade in the market. 
3. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
4. Among the 28 stocks tested, twelve stocks have p-values are larger than 0.05 for all 
moving averages applied. They are Chevalier International Holdings Ltd (0025), Gold 
Peak Industries(Holdings)Ltd (0040), U-Cyber Technology Holdings Limited (0091), Asia 
Commercial Holdings Ltd (0104), Asia Standard International Group Ltd (0129), Na-
tional Electronics Holdings Limited (0213), Emperor (China Concept) Investments Ltd 
(0296), Cafe de Coral Holdings Ltd (0341), e2-Capital (Holdings) Limited (378), Tristate 
Holdings Ltd (0458), Starlight International Holdings Ltd (0485) and Tungtex (Holdings) 
Company Ltd (0518). 
5. For company name of stocks, please refer to the corresponding stock codes in Table 15. 
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Table 116: Trading rule tests with and without removal of share repurchase date: for 
28 non-HSI constituent stocks一M=150 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
0 ^ 1 2 O O M S O l U O ^ I E 0 0 4 ^ 0.464 
0025 -0.1519 0.0301 -0.0802 0.638 -0.0887 0.0300 -0.0470 0.592 
0040 -0.1614 0.0277 -0.0924 0.666 -0.2301 0.0279 -0.1311 0.686 
0045 0.5552 0.0275 0.3204 0.070 0.5562 0.0273 0.3234 0.046 
0068 0.2836 0.0364 0.1238 0.274 0.2828 0.0366 0.1227 0.280 
0078 0.3982 0.0332 0.1904 0.286 0.4154 0.0332 0.1984 0.262 
0091 0.4911 0.0574 0.1357 0.330 0.4944 0.0580 0,1353 0.322 
0104 -2.4432 0.0894 -0.4340 0.952 -2.4396 0.0905 -0.4281 0.936 
0113 -0.7315 0.0392 -0.2961 0.848 -0.5900 0.0393 -0.2383 0.794 
0114 0.4166 0.035 0.1889 0.266 0.3049 0.0348 0.1392 0.324 
0129 0.4689 0.0334 0.2230 0.362 0.5123 0.0331 0.2459 0.316 
0190 0.2758 0.0286 0.1533 0.328 0.3569 0.0281 0.2016 0.254 
0212 0.999 0.0286 0.5545 0.042 1.1061 0.0288 0.6105 0.062 
0213 0.3153 0.0343 0.1460 0.266 0.0307 0.0343 0.0142 0.504 
0222 0.6443 0.0445 0.2301 0.256 0.9943 0.0429 0.3676 0.174 
0243 2.0452 0.0420 0.7732 0.004 2.0609 0.0421 0.7767 0.008 
0277 0.8461 0.0226 0.5941 0.076 0.6632 0.0226 0.4650 0.206 
0296 0.3863 0.0644 0.0952 0.426 0.2422 0.0653 0.0589 0.462 
0341 -0.4186 0.0270 -0.2459 0.840 -0.4739 0.0271 -0.2780 0.868 
0375 0.9398 0.0309 0.4832 0.1740 0.5818 0.0299 0.3093 0.344 
0376 0.6504 0.0474 0.2180 0.242 0.7143 0.0476 0.2383 0.296 
0378 -0.5250 0.0562 -0.1483 0.724 -0.9023 0.0554 -0.2584 0.800 
0438 0.3031 0.0373 0.1288 0.362 0.0603 0.0361 0.0265 0.462 
0458 0.0225 0.0292 0.0123 0.524 -0.0283 0.0296 -0.0152 0.526 
0485 -0.0492 0.0481 -0.0162 0.556 0.1252 0.0480 0.0414 0.430 
0518 -0.6517 0.0283 -0.3651 0.870 -0.8364 0.0283 -0.4696 0.930 
0519 1.2987 0.0437 0.4718 0.078 1.2375 0.0438 0.4488 0.098 
0535 1.5614 0.0462 0.5367 0.034 1.7933 0.0462 0.6161 0.020 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. The t-Ratio tests whether the mean returns 
are zero, assuming the mean returns are normally distributed. 
2. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Fraction 
represents the fraction of days on which a switch of buy and sell signal takes place and 
investors need to trade in the market. 
3. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
4. Among the 28 stocks tested, twelve stocks have p-values are larger than 0.05 for all 
moving averages applied. They are Chevalier International Holdings Ltd (0025), Gold 
Peak Industries(Holdings)Ltd (0040), U-Cyber Technology Holdings Limited (0091), Asia 
Commercial Holdings Ltd (0104), Asia Standard International Group Ltd (0129), Na-
tional Electronics Holdings Limited (0213), Emperor (China Concept) Investments Ltd 
(0296), Cafe de Coral Holdings Ltd (0341)，e2-Capital (Holdings) Limited (378), Tristate 
Holdings Ltd (0458), Starlight International Holdings Ltd (0485) and Tungtex (Holdings) 
Company Ltd (0518). 
5. For company name of stocks, please refer to the corresponding stock codes in Table 15. 
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Table 116: Trading rule tests with and without removal of share repurchase date: for 
28 non-HSI constituent stocks一M=150 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
0 . 0 0 7 3 0 . 0 3 6 8 0 . 0 0 3 2 0.474 0 . 1 0 8 1 0 . 0 3 7 2 0 . 0 4 6 1 0.404 
0025 -0.2255 0.0302 -0.1187 0710 -0.1646 0.0301 -0.0869 0.582 
0040 -0.0582 0.0279 -0.0332 0.550 -0.1449 0.0280 -0.0822 0.668 
0045 0.5810 0.0274 0.3366 0.074 0.5821 0.0272 0.3399 0.056 
0068 0.1463 0.0364 0.0638 0.348 0.1430 0.0366 0.0620 0.402 
0078 0.7355 0.0333 0.3503 0.104 0.7526 0.0334 0.3581 0.094 
0091 1.0125 0.0579 0.2775 0.170 0.9666 0.0585 0.2622 0.164 
0104 0.2445 0.0903 0.0430 0.536 0.3228 0.0914 0.0561 0.520 
0113 -0.6979 0.0367 -0.3018 0.856 -0.4850 0.0367 -0.2096 0.740 
0114 0.9470 0.0351 0.4280 0.078 0.7964 0.0349 0.3623 0.126 
0129 0.3751 0.0336 0.1772 0.328 0.4332 0.0333 0.2065 0.368 
0190 0.5295 0.0286 0.2942 0.194 0.6316 0.0281 0.3567 0.150 
0212 0.9963 0.0278 0.5690 0.068 1.0823 0.0279 0.6162 0.070 
0213 -0.4380 0.0343 -0.2030 0.736 -0.7625 0.0342 -0.3536 0.892 
0222 0.6058 0.0433 0.2221 0.272 0.9441 0.0416 0.3599 0.148 
0243 1.6523 0.0423 0.6200 0.006 1.6872 0.0424 0.6310 0.014 
0277 1.0084 0,0227 0.7066 0.074 0.8629 0.0227 0.6036 0.098 
0296 0.2397 0.0651 0.0584 0.460 0.0874 0.0660 0.0210 0.514 
0341 -0.5814 0.0271 -0.3403 0.888 -0.6448 0.0272 -0.3768 0.916 
0375 0.7931 0,0313 0.4026 0.216 0.7511 0.0303 0.3941 0.304 
0376 0.5412 0.0477 0.1800 0.328 0.5872 0.0479 0.1944 0.320 
0378 -2.2569 0.0545 -0.6572 0.964 -2.7009 0.0536 -0.7997 0.984 
0438 -0.0462 0.0374 -0.0196 0.536 -0.178 0.0361 -0.0782 0.614 
0458 0.1633 0.0292 0.0888 0.472 0.1648 0.0296 0.0885 0.424 
0485 0.3351 0.0482 0.1104 0.316 0.5579 0.0480 0.1843 0.262 
0518 -0,9914 0.0283 -0.5567 0.964 -1.1879 0.0282 -0.6687 0.982 
0519 1,0396 0.0439 0.3760 0.122 0.9982 0.0440 0.3604 0.156 
0535 1.6599 0.0465 0.5667 0.032 1.7995 0.0465 0.6138 0.044 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. The t-Ratio tests whether the mean returns 
are zero, assuming the mean returns are normally distributed. 
2. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Fraction 
represents the fraction of days on which a switch of buy and sell signal takes place and 
investors need to trade in the market. 
3. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
4. Among the 28 stocks tested, twelve stocks have p-values are larger than 0.05 for all 
moving averages applied. They are Chevalier International Holdings Ltd (0025), Gold 
Peak Industries(Holdings)Ltd (0040), U-Cyber Technology Holdings Limited (0091), Asia 
Commercial Holdings Ltd (0104), Asia Standard International Group Ltd (0129), Na-
tional Electronics Holdings Limited (0213), Emperor (China Concept) Investments Ltd 
(0296), Cafe de Coral Holdings Ltd (0341), e2-Capital (Holdings) Limited (378), Tristate 
Holdings Ltd (0458), Starlight International Holdings Ltd (0485) and Tungtex (Holdings) 
Company Ltd (0518). 
5. For company name of stocks, please refer to the corresponding stock codes in Table 15. 
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Table 116: Trading rule tests with and without removal of share repurchase date: for 
28 non-HSI constituent stocks一M=150 
original series repurchase dates removed 
mean std Sharpe p-value mean std Sharpe p-value 
- 0 . 1 8 2 4 " " “ O O ^ - 0 . 0 7 8 5 - 0 . 1 0 8 1 0 . 0 3 7 3 - 0 . 0 4 6 0 0 . 5 8 8 
0025 -0.2396 0.0303 -0.1256 0.664 -0.1829 0.0302 -0.0962 0.630 
0040 0.0911 0.0279 0.0519 0.474 0.0037 0.0280 0.0021 0.530 
0045 0.4673 0.0272 0.2724 0.128 0.4677 0.0270 0.2749 0.106 
0068 -0.0631 0.0360 -0.0278 0.554 -0.0448 0.0362 -0.0196 0.550 
0078 0.7221 0.0332 0.3449 0.126 0.7456 0.0333 0.3557 0.108 
0091 0.6329 0.0580 0.1733 0.272 0.5716 0.0586 0.1549 0.308 
0104 0.4750 0.0905 0.0833 0.470 0.5616 0.0917 0.0972 0.498 
0113 -0.8930 0.0368 -0.3854 0.902 -0.7029 0.0368 -0.3032 0.848 
0114 0.6037 0.0344 0.2782 0.192 0.6181 0.0342 0.2871 0.172 
0129 0.4765 0.0339 0.2235 0.360 0.5466 0.0336 0.2584 0.348 
0190 0.8945 0.0286 0.4968 0.044 0.9711 0.0281 0.5483 0.052 
0212 0.9656 0.0279 0.5498 0.064 0.9952 0.0280 0.5645 0.086 
0213 -0.5399 0.0341 -0.2511 0.828 -0.8447 0.0341 -0.3932 0.922 
0222 1.0847 0.0417 0.4132 0.126 1.4328 0.0398 0.5713 0.058 
0243 0.7180 0.0424 0.2691 0.196 0.7332 0.0425 0.2739 0.180 
0277 0.9356 0.0229 0.6475 0.080 0.7503 0.023 0.5182 0.168 
0296 0.5105 0.0656 0.1236 0.382 0.3636 0.0665 0.0869 0,412 
0341 -0.3609 0.0272 -0.2104 0.800 -0.4202 0.0273 -0.2446 0.842 
0375 1.1106 0.0312 0.5651 0.142 1.1524 0.0301 0.6071 0.124 
0376 -1.0265 0.0476 -0.3422 0.858 -0.9978 0.0478 -0.3311 0.822 
0378 -1.9419 0.0544 -0.5663 0.942 -2.5043 0.0535 -0.7431 0.962 
0438 0.2771 0.0369 0.1192 0.354 0.1509 0.0356 0.0673 0.452 
0458 0.1673 0.0295 0.0900 0.462 0.1690 0.0299 0.0896 0.456 
0485 0.5170 0.0483 0.1699 0.280 0.7553 0.0481 0.2491 0.212 
0518 -1.0690 0.0284 -0.5965 0.966 -1.2209 0.0284 -0.6828 0.974 
0519 1.2913 0.0441 0.4644 0.090 1.2580 0.0442 0.4516 0.082 
0535 1.3604 0.0468 0.4617 0.068 1.4667 0.0468 0.4971 0.038 
Notes: 
1. The column mean is equal to the mean of daily returns multiplied by 1000. The column 
std is the standard deviation of daily returns. The t-Ratio tests whether the mean returns 
are zero, assuming the mean returns are normally distributed. 
2. Sharpe estimates the Sharpe ratio over a one-year horizon by equation (5). Fraction 
represents the fraction of days on which a switch of buy and sell signal takes place and 
investors need to trade in the market. 
3. The column p-value reports the fraction of bootstrapped simulations generating an aver-
age return larger than that of the orginal stock price series. Smaller the p-value is, larger 
the possibility that the stock price series does not follow the random walk model. 
4. Among the 28 stocks tested, twelve stocks have p-values are larger than 0.05 for all 
moving averages applied. They are Chevalier International Holdings Ltd (0025), Gold 
Peak Industries(Holdings)Ltd (0040), U-Cyber Technology Holdings Limited (0091), Asia 
Commercial Holdings Ltd (0104), Asia Standard International Group Ltd (0129), Na-
tional Electronics Holdings Limited (0213), Emperor (China Concept) Investments Ltd 
(0296), Cafe de Coral Holdings Ltd (0341), e2-Capital (Holdings) Limited (378), Tristate 
Holdings Ltd (0458), Starlight International Holdings Ltd (0485) and Tungtex (Holdings) 
Company Ltd (0518). 
5. For company name of stocks, please refer to the corresponding stock codes in Table 15. 
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